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Appliance Burner No. L-50. Particularly 

adapted to any long, narrow combustion 

chamber. These units may be assembled <7 n° 

end-to-end to make a a row of jets, or . J Assistani 
side-by-side to make a bank of burners. L< ~ D 

Will give uniform heat distribution. 


The Name . 
BARBER > Babee 


streamlined ho 
Tested and certi 
by AGA Labe 


is an Emblem 3 ees 
of Quality in a Gas Burne 


Barber Appliance Burners, in numerous designs, have long | 
standard equipment in hundreds of outstanding gas appliances. Bart 
is thoroughly experienced in the design, testing and manufacture 
such units, and will accurately adapt the burner (which is the he: 
of the appliance itself) to the specific purpose and the type of ; 
used. For over 30 years the Barber name has represented a hi 

standard of excellence in gas burners. 


Also, Barber Automatic Gas Conversion Burners, in round or oblong typesi 
all furnaces and boilers, can be relied on for the utmost in performance. Equip; 
with our exclusive air-activated jets, they produce a very high intensity fic 
applied directly to the combustion chamber. No other burner burns like a Bart 
For top efficiency and dependable operation, use Barber Burners in the gas af 
ances you recommend or sell. 


Write for latest Catalog showing all models of burners for Appliances, 
also Conversion Burners, Regulators and Controls. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, ¢ 


BARBER BURNER 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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gro corporate management, in a pri- 
vate enterprise economy, is confront- 
ed with difficult and sometimes conflicting 
demands on the manager’s loyalty. There 
is the demand of the consuming public, for 
better service at a reasonable price for 
the company’s products. There is the de- 
mand of the investing public, for a fair 
return on funds which are placed at man- 
agement’s disposal. There is the demand 
of the company’s employees for a fair 
share of that return, in the form of sal- 
aries and wages and better working con- 
ditions. 


THE private enterprise manager knows 
that these three demands are not actually 
in conflict. On the contrary, he knows 
that they must be balanced and reconciled 
if the enterprise is to succeed. That is 
precisely the purpose and function of good 
management. 


THE ideal manager not only har- 
monizes the requirements of these three 
different groups in terms of dollars and 
cents. He must also win their respective 
agreements and their acknowledgments 
with respect to the justice of his decisions. 
In these days, he has the additional re- 
sponsibility of dealing with a fourth, and 
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W. TRUSLOW HYDE, JR. 


an increasingly demanding, voice in the 
affairs of his business—the voice of gov- 
ernment seeking taxes and imposing 
regulatory controls. 





One of the best arguments in favor of 
a profit economy is the fact that, under 
private enterprise, management must 
meet this exacting challenge of reconcil- 
ing different group interests as the price 
of its own survival. Failure to satisfy the 
consuming public brings swift retribution 
in the form of a loss of business. Failure 
to satisfy the investor brings its own pen- 
alty in the form of loss of credit. Failure 
to keep labor happy snarls business op- 
erations with disputes and _ possible 
strikes. 



















 y almost any other kind of economy, 
management does not have to meet 
such an exacting test. Under government 
dictatorship, for example, the customer is 
always wrong ; and the employee had bet- 
ter do what he is told, while the investor 
has long since been liquidated. Yes, it’s 
much simpler for management to operate 
under government monopoly, but it is a 
good deal harder on everybody else con- 
cerned. 














TuE problem of utility management in 
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our companys 


¥- ® In exacting times like these, 
your financing program needs to 
be reviewed frequently. For it 
er f must be comprehensive and flex- 
‘st @ ible—more than ever geared to 
ce changing conditions. A well- 
organized approach to the finan- 
cial community is also of great 
importance. 

For years, Irving Trust has 
specialized in serving public 


Capital Funds over $118,000,000 


Wituuam N. Enstrom, Chairman of the Board 
Public Utilities Department 


Nancing program 


SENIOR 
OBLIGATIONS 


utilities—by maintaining a staff 
of experts who are exceptionally 
well-qualified to give your com- 
pany help and advice. Next time 
you review your financing pro- 
gram, Irving’s Public Utilities 
Department would welcome the 
opportunity to contribute its 
broad experience. 


IRVING TRUST COMPANY 


et- ONE WALL STREET «+ 


NEW YORK 15, N. Y. 


Fotal Resources over $1,200,000,000 
Ricwarp H. West, President 


Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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the United States is peculiar, however, 
because public utilities operate under a 
system of regulation instead of free com- 
petition. Their customers are entitled to 
special attention for that reason. Even 
with the safeguard of public regulation, 
the utility consumer can be injured or, 
worse yet, he can become convinced that 
he has been injured. It is management’s 
job to prevent either situation from aris- 
ing—preferably with the help of regula- 
tory authorities. 


By the same token, utility investors are 
especially sensitive to the fact that they 
have placed their money into a business 
which cannot fix its own prices. The open- 
ing article in this issue deals with the 
difficult problem of management’s need 
for standards and guides in making deci- 
sions affecting investors and consumers 
in rate fixing. 


W. TrusLow Hype, JR., author of this 
opening article, is well known in Wall 
Street financial circles as a specialist in 
utility securities. He has been associated 
with Josephthal & Co. since 1932. He has 
lectured on utilities at the New York In- 
stitute of Finance, and has given con- 
siderable time to studying and testifying 
before House and Senate committees in 
connection with utility taxation. He is a 
graduate (BS) of the Sheffield Scien- 
tific School of Yale University, and has 
lectured at Columbia. 


* * * * 


lige with tax demand aspects of 
utility management problems we 
present in this issue a new but very well- 
qualified author, RicnHarp L. Rosen- 
THAL, president, Citizens Utilities Com- 
pany and its subsidiaries, which furnish 
electric service in four states as widely 
separated as Idaho, Arizona, Vermont, 
and Washington, in addition to natural 
and manufactured gas, water, ice, and 
telephone service in some areas. MR. 
ROSENTHAL (whose article begins on 
page 545) was born in Winnipeg and is 
a graduate of the New York University 
School of Commerce (BS, Summa Cum 
Laude). He started his career as an in- 
vestment counselor in 1936 and set up 
his own firm in 1943. He was elected to 
his present post in 1946, 
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RICHARD L, ROSENTHAL 


EN P. GRIFFITH, whose article on the 

Central Arizona Project begins on 
page 536, is secretary of the Colorado 
River Association and vice president of 
the Griffith Company. The Colorado 
River Association is a nonpartisan, non- 
profit organization with members in 43 
of the 48 states. The association was 
formed for the primary purpose of oppos- 
ing any new water diversion projects on 
the lower Colorado river until a settle- 
ment of conflicting water claims has been 
effected through the medium of the lV. 
S. Supreme Court. 


* * * * 


Speer ra water supply is the sid- 

est of all public utility services. Yet 
it continues to create ever new and in- 
creasing problems for government, indus- 
try, and the general public interest. Other 
public utilities are naturally concerned 
with the availability of pure and plentiful 
water supply. C. E. Wricut, profession- 
al writer of Jacksonville, beginning on 
page 552, gives us an account of what is 
being done about water in the state of 
Florida, where phenomenal growth com- 
plicates the situation. 


THE next number of this magazine will 
be out May 10th. 





dense 160 60 filing cabinets into =i 


advantage of new FPC Amendment 
icrofilming Save Valuable Space 


you can convert much of your dead storage 
into productive use. Under the recent amend- 
to Part 125 of the FPC General Rules and 
lations, many types of records can be de- 
bd if they are microfilmed. And microfilming 
hve as much as 99% in filing space! 

will find it easy and economical to microfilm 
Film-a-record. It is completely automatic. 
ington Rand’s exclusive Microdex system lets 
le your records right on the film—refer to them 
on the Film-a-record Reader in a matter of 
ds. You can select either a standard (shown at 
or a desk-height film storage cabinet. Both 
tomatically humidified. All Film-a-record 
ment—as well as Remington Rand processing 
ts FPC requirements. 

~a-record may either be leased 

chased. Or you can have your 
ls microfilmed by us — at pre- 
mined cost. Write today for full 
8. Also, ask to borrow Manage- 

ontroller 749 described below. 

: Management Controls Ref- 
e Library, Room 1033, 315 
Ave., New York 10. 


FREE. You may have on 10-day 

loan a detailed case-history showing 

the methods used by a large east- 
ern utility in setting up its program for saving 
space by microfilming. Ask for it today. 





Coming IN THE NEXT ISSUE 


* 


TRANSIT—A UNIQUE BUSINESS. Part I. 


What other business except the transit business knowingly discourages 
patronage, charges higher prices because some patrons have deserted serv- 
ice, or charges a uniform price regardless of the amount of goods or serv- 
ices sold to individual customers? Becatise of its peculiar economic. posi- 
tion, the madern transit company is often forced to do all these things. 
John H. Bickley, until recently the head of a large transit organization, has 
given us a down-to-earth discussion of the hazards of transit operations 
and what might be done about them. This is a 2-part series. 


POWER INDUSTRY'S "BIG FOUR" 


Among the 500-odd companies which make up the $19 billion privately 
owned electric utility industry, there are four giant corporate combinations 
whose operations furnish a convenient guide or index of the industry's 
statutes. Robert H. Spencer, New York city financial writer, has made an 
interesting comparative study of the "Big Four" and has drawn some 
statistical pictures which all other utility companies, large and small, will 
surely want to consider. 


UTILITY TEAMWORK 


Los Angeles, the nation's fastest-growing metropolis, with its own city limits 
comprising an area in which a number of eastern state counties could be 
placed, is nevertheless looking into the next county. It finds a virgin indus- 
trial district in Fontana. But Los Angeles utilities lis been looking to the 
Fontana area in San Bernardino county for some time. James H. Collins, 
California business writer, discusses the forward-looking planning of the 
Los Angeles utilities. 


OUTLOOK FOR REGULATION OF UTILITY STRIKES 


Recently the U. S. Supreme Court struck down as unconstitutional a Wis- 
consin statute forbidding utility employees to strike. By the same token, 
about a dozen other states, having similar laws, found their statutes open 
to serious question as to legal enforcement. Philip B. Willauer, utility labor 
law specialist for a firm of transit engineers, examines the position of these 
and other states in the light of the Wisconsin decision. What alternatives 
are left for the regulation of strikes? 


* 


A | SO... Special financial news, digests, and interpretations of court 
commission decisions, general news happenings, reviews, Washingtet 
gossip, and other features of interest to public utility regulators, com 
panies, executives, financial experts, employees, investors, and others. 
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ime-saving, 


money-saving 
idea for you 


OME folks laughed when a girl sat down 
at this typewriter “piano” and began to 
kle the keys. 


ut this 1871 Sholes typewriter—one of the 
st practical machines—started a revolution 
the status of the fair sex, and in business 
well. For the typewriter proved it could 
lp get the work done neatly, and in a fraction 
the time it formerly took. 


er since those early days, more and more 
cialized machines have been saving time 
d money. An unusual machine that should 
of particular interest to you is the Bill 
quency Analyzer illustrated here. 


Courtesy Bettmann Archives 


It can help give you an accurate picture of 
your consumers’ usage situation within a short 
time. It analyzes as many as 200,000 bills in 
a day. It turns out work at only % the cost 
of having the analysis made in your offices. 


If you are not now using this remarkable 
service, we suggest you... 


Send for FREE booklet 


“The One-Step Method of Bill Analysis” will 
give you all further details. Write for it 
today. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


ApELBERT W. LEE 
Vice president, District of 
Columbia School Board. 


RALPH BRADFORD 
International vice president, 
Chamber of Commerce of 
the United States. 


EpirorIAL STATEMENT 
New Orleans States. 


James E. SHELTON 
President, American Bankers 
Association. 


JoHN CHAMBERLAIN 
Writing in “The Freeman.” 


JoserpH W. Martin, Jr. 
U. S. Representative from 
Massachusetts. 


MAXEY JARMAN 
Chairman of the board, 
General Shoe Corporation. 


W. C. MULLENDORE 
President, Southern California 
Edison Company. 
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“Communism is only Socialism in a hurry.” 


* 


“If we are going to set up conditions of liberty through- 
out the world, we must be sure we protect it at home.” 


* 


“Steep taxes on excess profits means excessive spending 
to beat the tax collector; that in turn means inflationary 
pressure on prices and wages.” 


> 


“If we want to build for permanent stability, we must 
get down to fundamentals and lay a firm foundation. We 
must clearly see, know, and eliminate our weaknesses 
and our mistakes.” 


* 


. . . Socialism is only good when there is a going 
capitalist concern outside of it to keep it humane. The 
more Capitalism there is, the more the check on the 
coercive aspects of Socialism.” 


> 


“If I am any judge of the [fiscal 1952] budget, there 
is more water in it than there is in the Missouri river. 
The Appropriations committees of Congress will be lucky 
if they don’t get drowned swimming through it.” 


* 


“It seems to me that what America needs today is to 
turn loose business ingenuity to increase production. We 
need more effort on how to produce more of all kinds of 
goods rather than more controls to conceal symptoms of 
inflation. More production is, by all odds, the best way to 
beat inflation.” 


“ 


oa 


“As private citizens carrying on an honest business and 
providing a real public service in the American tradi- 
tion, earning our way and paying taxes to support neces- 
sary as well as many unnecessary government services, 
we not only have nothing to apologize for, but we have 
every right to protection and codperation from those whom 
we help to pay to carry on the duties of government.” 


12 
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for UTILITIES 


More than 50 BRAND-NEW 
improvements . . . including 


NEW! SMOOTHER RIDE with new, “Ori- 
flow” shock absorbers—standatd equip- 
ment on 1/,-, 34-, and 1-ton models. 


NEW! EASIER LOADING with lower 
ground-to-floor height—on all models 
through 2 tons. 


NEW! EASIER BAD-WEATHER STARTING 
with new moistureproof ignition and 
high-torque starting motor. 


NEW! MORE ECONOMICAL PERFORM- 
ANCE with higher (7.0 to 1) compres- 
sion ratio—on all models through 1 ton. 


NEW! SMOOTHER ENGINE IDLING with 


“hotter” spark plugs; on all models 
through 1 ton. 


gut Dole 


BRAND-NEW POWER—You get more 
wer than ever—engineered for your 
ob! Eight new engines—with gross 
orsepower stepped up as much as 20%! 
You get more of the right power for your 
needs—with top economy! Yet, with all 
their extra value, new Dodge **Job- 
Rated” trucks are priced with the lowest. 


BRAND-NEW EASE-OF-HANDLING — 
You can turn new Dodge ‘“‘Job-Rated”’ 
trucks sharper . . . maneuver them more 
easily. New shorter turning diameters! 
New worm-and-roller steering gears! All 
this— plus cross-steering, wide front 
tread and short wheelbase. 


BRAND-NEW BRAKING SAFETY— 
New Dodge “-Job-Rated’’ trucks are the 
trucks with new molded, tapered Cycle- 
bond brake linings! New extra- -quiet 
action! New extra-smooth, extra-sure 
stopping! New longer lining life! (On 
new 114-ton and up trucks, except air 
brake models.) 


PLUS THIS EXCLUSIVE! gyrol Fluid Drive available on 44-, 34-, 


1-ton, and Route-Van trucks. 


oe ve today 
ea THE TRUCK THAT FITS YOUR JOB...A DODGE “Jot-Rixd” TRUCK 
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14 REMARKABLE REMARKS—( Continued) 


Rosert S. Kerr 
U. S. Senator from Oklahoma. 


Harry Fioop Byrp 
U. S. Senator from Virginia. 


Epitor1AL STATEMENT 
The Wall Street Journal. 


JoHN Epcar Hoover 
.virector, Federal Bureau of 
Investigation. 


CHARLES SEYMOUR 
President, Yale University. 


~ Morris SAYRE 
President, Corn Products Refining 
Company. 


Gerorce E, SOKOLSKY 
Columnist. 
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“I have always been afraid to look for a soft spot, for 
fear that—I would find it under my own hat.” 


* 


“Like Sampson’s locks, our free enterprise system is 
the source of our strength—economic and military. The 
free enterprise system has absorbed an awful lot of hurt- 
ful taxes, but it cannot survive in insolvency, or even 
in an atmosphere of fiscal weakness.” 


¥ 


“Business as usual’ is out except in one place. That 
is in the business of the government. Not one bureau is 
told to stop competing for a short supply of man power. 
Not one construction project using scarce materials is to 
be abandoned or even curtailed, except as more stringent 
housing loans have that result.” 


* 


“All too frequently in the past few years, there has been 
too much “buck passing’ to the Federal government. Too 
frequently, when pressures mount in local communities 
by reason of dissatisfaction with conditions, leaders, 
either to escape the wrath of citizens or to conceal their 
own inability to cope with situations, have advanced the 
alibi that ‘This is a job for the Federal government.’” 


* 


“In both schools and colleges, American history has 
been neglected to a point where the illiteracy of our citi- 
zens in regard to the most vital aspects of America’s past 
has become notorious. By reason of this ignorance, there 
is serious danger that foreign ideologies of various kinds 
have found a foothold which would not be possible if 
American citizens really understood the privileges which 
have molded our development as a nation.” 


* 


“Tight budgeting . . . is still needed, but as yet it is 
politically distasteful. Instead, there is loud talk about 
price control—and a whisper about the wage control that 
must go with it to be even temporarily effective. But 
we reach for the totalitarian system, not that of de- 
mocracy, when we make slaves of free men with govern- 
ment-fixed wages and prices. Price and wage controls 
sap our productive strength.” 


. 

“At present this amazing power is government-owned. 
Applied to peacetime uses, atomic energy can revolu- 
tionize the means of production and distribution. Is the 
government to own the new power permanently? Then 
the means of production and distribution will be govern- 
ment-owned. It is an interesting problem to speculate. 
Shall we purchase atomic energy from the government 
as folks in cities buy water from municipalities? Such 
a revolutionary process would bring us Socialism, which 
is essentially government ownership of the means of pro- 
duction, distribution, and exchange.” 
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For Top Turbine Performance 
— Specify LEFFEL Hydraulic Turbines 


qemermanernen somos 





You measure turbine performance in terms 
of power and long-range economy. That 
means your hydraulic power installation 
should have a turbine which will give you 
efficient power with years of trouble-free 
service. Leffel has been building turbines 
which do just that for over 89 years—since 
1862. A Leffel turbine holds the world's rec- 
ord of 94.57°%, efficiency! And this out- 
standing efficiency is always coupled with 
dependability and long life, as many Leffel 
turbines have proven by over half a century . 


of actual service. 


So why not let us help you with your 
hydraulic power project, whether it be ex- 
pansion, rehabilitation or a new installation? 
Of course, there is no obligation. Write, 


wire or phone today. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P @ SPRINGFIELD, OHIO, U.S.A. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly April 26, 1951 








(Below) Looking up 60 feet into the furnace* 
of a C-E Reheat Boiler. Observe that all 
four burners (detail at left) can be seen. 
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Tangential Burners 
Best for Big Boilers 


When a boiler furnace is big—like that shown above, for example 
—there’s plenty of evidence to show that the best way to fire it is 


with C-E Tilting Tangential Burners. 


Probably the most impressive point is the fact that in the postwar 


period—since 1945—more than 12-million kilowatts of new utility 


steam generated capacity has been installed or ordered equipped with 


C-E Tilting Tangential Burners. The record speaks for itself. 
B-471A 


*Photograph by Metropolitan Edison Co. at Titus Station. Gilbert 
Associates, Inc. of Reading, Pa., Engineers. 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


200 MADISON AVENUE * NEW YORK 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Another Exam ple 


of BE W Engineering 
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for Economy 


Since 1926, when boiler design pressures first 
entered the 1400-2500 psi range, B& W has been 
identified with this presently popular trend 
toward greater steam-cycle efficiency. This accumulative 25-year experience with 
natural circulation at the higher operating pressures helps explain why, as the 
chart shows, B&W high-pressure boilers were preferred for new generating 
capacity of approximately six million kw during 1950 alone . . . why so man 
power companies consult B& W first on high-pressure steam requirements wi 
all fuels and firing methods. : 

Helping America’s electric companies to keep power costs down is an 
83-year tradition with B&W . . . currently evident in such developments as 
Cyclone-firing, Pressurized Furnaces, and Gas Recirculation. You'll want to 
learn the details of these significant features as they relate to your own com- 
pany’s future requirements. The Babcock & Wilcox Company, 85 Liberty 
Street, New York 6, N. Y. 





One of six boilers designed to operate at 2300 psi—1050F. 
Steam capacity is 930,000 Ib/hr, with natural circulation. — 
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Tl: 
A GOO \ 


Y aS >, 
yy HA aw) 
4 name at all times recognized N} 
| Y7/ for QUALITY, SOUND ENGINEERING, and DEPENDABLE 
SERVICE for more than sixty years is the most valued possession of 
Springfield Boiler Co. Today, the continuing success of the company 
rests firmly on this cornerstone. This is your assurance of satisfaction 
yy, when you place a contract with SPRINGFIELD! 
| Springfield specializes in the production of a wide range of steam 
N generating equipment for modern power plants. Springfield 
NN is organized to apply the same engineering skill to 
all contracts, large or small. We will be glad to 


A \\ submit a proposal covering your requirements. 


‘ SPRINGFIELD BOILER COMPANY, 


N 1960 E. Capitol Avenue, 
— 


WN Springfield, Ill. ZZ Za 
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SPRINGFIELD aaa 
BENT TUBE BOILERS 


B O | i; 3 R '& ‘@) : STRAIGHT TUBE BOILERS 


SUPERHEATERS 
DESUPERHEATERS 


d AIR HEATERS 
Founde ECONOMIZERS 
WATERWALLS 
18 O COMPLETE STEAM 
9 GENERATING UNITS 
SPECIALIZING IN STEAM GENERATING EQUIPMENT SINCE I 
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( Here's one way to save critical 
MANPOWER and MATERIALS 


“6 


Te Leece-Neville ALTERNATOR SYSTEM delivers 
25 to 35 amperes with engine idling. On 








your 2-way radio trucks and cars, this means 


important savings in critical manpower and 


materials. The L-N Alternator saves gas and oil, 


saves engine repairs, saves radio servicing, 
saves batteries. Ample amperes and accurate 
voltage of the L-N System are the answer. 
Thousands of Utility Company vehicles are 
equipped with the L-N Alternator System. 
If you would like to have the facts, write 

2 The Leece-Neville Company, 

Cleveland 14, Ohio. 
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Exide-Manchex 


provides the dependability needed 
by this Station Duty Cycle 


Green River Power Station uses 60-cell Exide-Manchex 
to control switchgear, to supply power for emergency 
lighting, alarms and communication systems 





Kentucky Utilities Company 
Green River Power Station, Central City, Ky. 


SE eee cg 
rx \ 
ARE ce ° 


j 
| 


a A : 


60-cell EME-25 Exide-Manchex Battery controlling switchgear and supplying emergency power in the Green River Station, 


emergency lights, which are on a throw- 
over switch; all alarms in the station system; 


The Green River Power Station, a modern 
base load plant of the Kentucky Utilities 


Company, utilizes two 30,000 KW turbine- 
generators. It supplies power for important 
communities and industries in the sur- 
rounding territory through three radiating 
33 KV lines, two 66 KV lines, and one 
138 KV line. 


The station battery—a 60-cell EME-25 
Exide-Manchex—is used as a source of 
supply to trip and to instigate the reclosing 
action of seven 66 KV and four 33 KV oil 
circuit breakers. These are oe neg clos- 
ing, with the battery supplying | power to 
operate the air valve closes the 
breaker. Inside the plant are 31 air circuit 
breakers operating at 2.4 KV. These break- 
ers are also controlled by the Exide- 
Manchex. The air breakers control all 
motors of 100 H.P. and up; all station 
auxiliary power. And when all else fails, a 
battery-operated motor-driven oil pu - 
maintains pressure in the hydrogen o 
seal system. 


Besides the switchgear control, the Exide- 
Manchex supplies power for 14 KW of 


and, in emergencies, all communication 
systems through a rotary converter. 


All these duties are performed dependably 
—economically—by the Exide-Mancher 
Battery. Use Exide-Manchex in your sta- 
tion: For positive operation of switchgear; 
for an adequate and uninterrupted supply 
of current for all your stationary battery 
requirements. Exide-Manchex is your best 
battery buy! 





ONLY EXIDE-MANCHEX BATTERIES 
GIVE YOU ALL THESE FEATURES: 


® Exclusive long life manchester positive plate. 

®Slotted plastic separators, impervious to 
chemical and electrical reaction. 

@ Plastic spacers for plate alignment. 

® Latest development in molded glass jars for 
compact installation. 


© Heavy terminal posts with copper inserts for ex- 
traconductivity to give instant high discharge. 











THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide"’ and “Manchex” Reg. Trade-markts U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 63 YEARS... 1951 
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Check These Advantages 


e Positive operation through diaphragm-operated power 
element. Tight seal-off through exclusive A-P perman- 

ent type valve disk. 

e Operates Suantiy, without noise or hum. Full open- 
ing. full closing on 30-second cycle. Compact in size 

and easy to install. 

@ With or without automatic pilot; with or without man- 
ual opening lever. Large capacity — 198,000—293,000 

B.T.U. on gases less or more than 800 B.T. U. per cu. ft, 

at 1” pressure drop. 


Precision-built, completely depend- 
able, in attractive modern design, the 





NOW Bd GIVES YOU A REALLY 


NOISELESS positive-action 
THERMO-ELECTRIC GAS VALVE 





Whenever you require a completely Sicent, positive-action, large capacity 
valve, select the new A-P Model 178 Thermo-Electric Gas Valve. Recom- 
mended for use on furnaces, floor furnaces or space heaters — wherever 
inexpensive, high-quality ic P control is required. 





It gives you Noiseess operation, with no annoying clicks or hum. It 
provides positive operation through a dependable diaphragm power ele- 
ment. It incorporates the unique A-P permanent-type flexible valve disk, 
which insures tight seal-off on all gases. 

Model 178 is available with or without automatic pilot and with or 
without manual opening lever. Actuated electrically by means of the 
sensitive A-P Heat Anticipating Thermostat, it assures close control of 
room temperature. 

Model 178 can be used with natural and manufactured gas. Adaptable 
for L-P gas by addition of 100% Automatic, Fail-Safe Pilot. Write for 
Bulletin G-5. 


DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470 N. 32nd Street 


e Milwaukee 45, Wisconsin 


in Canada: A-P Controls Corporation, Ud., Cooksville, Ontario 
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By combining the flexibility of punched cards with the versatility of elec- 
tronic tubes, IBM Accounting has developed greater advantages than ever. 


Utilities now save even more time in the over-all accounting pattern ... 
employees have more time for other productive work. Electronic machines 
simplify the meter-reader’s job, do complex bill computations at fantastic 
speed, reduce still further the time necessary for cash-stub sorting. 


IBM’s practical application of electronics to business machines, as if 
the Electronic Calculating Punch, illustrated above, has resulted i 
reduced costs for utilities . . . better service for their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 


TRADE mann 


——— 
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That’s why many companies are 
turning their problems over to 
Esasco procurement—experi- 
— purchasing, e iting, in- 
tion and traffic men who see 
job through from start to 
finish 


YOU GET WHAT YOU WANT 


Purchasing men make nation- 
wide or world-wide search for 
ers lucts, machines, fabricating 

cilities. They write the con- 


satisfactorily fulfilled. 


PRODUCED-—AS SPECIFIED 


Expediters and inspectors keep 


here’s the answer 
to your 
procurement 
problems 


Obtaining and getting 
delivery of materials 
or equipment to meet 
your requirements is 
essential to prevent 
costly delays in your 
business operations. 


your job moving on schedule 
through the supplier’s plant . . 
inspect and test ma » on 
the spot . . . make sure they’ 
“as specified” before they have. 


DELIVERED ON TIME 


Traffic men handle your ship- 
ment via any type of carrier— 
oe water, express, highway or 
. . . Clear it all ong the 
ae . get it to where you 
need it, ‘when you need it. 


For procurement control you can 
depend on, turn your problem 
over to Epasco. Our 40 years of 
accomplishment assures you of 
expert purchasing, expediting, 


inspection and traffic services. 


EBASCO SERVICES Two Rector Street, New York 6, N. Y. 


INCORPORATED 


fin i. 


of FRASC 


eee, a 


Ebasco Teamwork 
gets things done 
anywhere 

in the world. 
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SEWAREN 


KEYNOTES EFFICIENCY 


RICHARDSON 
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DENOTES COMPLIANCE 


fficiency and simplicity keynoted the design 
nd construction of Public Service Electric and 
Company’s new, 450,000 kw. Sewaren 
nerating Station. To keep building and op- 
ating costs down, four semi-outdoor type 
oilers supply steam at 1050° F., the highest 
pmperature to be utilized commercially. To 
eep tab on coal consumption, 12 self-testing, 
ongated , Richardson Automatic Coal 
bcales were installed. 
An 1800-ton bunker supplies coal for each 
boiler. Four of the 12 Richardson Scales weigh 
nd feed coal to three pulverizers, each of 
which is fed from either of two scales. When 
quired, coal can be by-passed through a 
motor operated gate direct to the pulverizer 
br to a shuttle conveyor for delivery to adja- 
nt boilers. Dust-proof construction of scales 
ithstands pressure equal to 40 inches of 
vater, confines coal dust to scale housing, 


contributes substantially to cleanliness of the 
plant. 

For over 40 years Richardson Automatic 
Coal Scales have been helping central stations 
and industrials eliminate preventable coal 
waste and produce more power at less cost 
---a good reason for calling on Richardson 
when you plan to modernize your present 
plant or build a new one. 


3 BULLETINS AVAILABLE 
Send For Them Today For Complete Information On: 


Model K-39, for pressure tight (up to 60” of 
water), large capacity service—400-500 lbs. 
per discharge—Bulletin No. 0250 
EE39, for dust tight, average service—200- 
300 Ibs. per discharge—Bulletin No. 0150 
Monorate, non-segregating coal distributor 
—Bulletin No. 1349 


RICHARDSON SCALE COMPANY 
Clifton, New Jersey 


Boston ° Buffalo °* Chicago 
Detroit * Houston * Minneapolis 
Omoha * Philodelphia © Pittsburgh 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company ; 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


[ never thought of floors in relation to earning power” 





HERE'S WHAT THE ARCHITECT SHOWED 


. 


VeVVeeys 





Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfloor, delivered pre 
cut. Two men can lay 32 sq. ft. in 30 sec 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as piat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 
Factories in Ambridge, Pe., Hemilt Ont., Ett ° England 


Offices in $0 Principe! Cites ox World: Wide Buliding Serview 














Mistan Gs Welles are alaadelade 
Gate TOL makes dala q 


ouplings are different—there are more 
han thirty different types. The right 
oupling in the right place means long, 
ouble-free service. The Capitol cou- 
ling you specify is made for the job— 
ou can depend on it. 


ublic Utilities, Railroads, and Industry 
ook to Capitol for specialized needs. 
apitol couplings are made to the 





Specify Capitol Couplings 


OUPLINGS NIPPLES UNIONS RADIANT HEAT FITTINGS 
URNACE COILS WELL SUPPLIES STEEL PIPE FITTINGS 


specifications of the American Iron and 
Steel Institute, the Association of 
American Railroads, and the American 
Petroleum Institute. This means top per- 
formance under exacting conditions. 


Capitol dependability is backed by a 
quarter-century of service through 
recognized wholesalers. 


WL 


mh MEG. & SUPPLY CO. 
COLUMBUS, OHIO 





ot’ 
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NOW AVAILABLE 





A Special Service Covering Federal 


EMERGENCY CONTROLS 


As They Affect UTILITY COMPANIES 


HE P.U.R. Emercency Controis SERVICE is 

designed to provide subscribers with the full 
or pertinent text of all special regulations issued 
under the direction of the Defense Mobilization 
Administration and its various agencies, as they 
apply directly to the utilities—electric, gas, tele- 
phone, transit and pipe line companies. General 
regulations are reported with interpretive treatment, 
pointing out such portions as may pertain to the 

$10 a month, utilities. 


including— The purpose of this new Service is to furnish 


Sumbesed tulleiles lecved subscribers with a complete, authentic compendium 
every two weeks, with supple- of applicable controls and regulations, in convenient, 
mental and interim releases, time-saving form, with periodical indexes—all per- 
mailed as required, to provide forated for filing in standard binders. This is not 
or aareeege merely a prompt and well presented reportorial 
service, but one that also contains interpretive in- 

formation provided by our staff organization, based 

upon direct contact with the sources of administra- 

tive action. Utility officials, operating executives 

Mail Your Order and others will find the P.U.R. Emercency Con- 
TROLS SERVICE an invaluable aid during the present 

Today emergency period. 


P.U.R. EMERGENCY CONTROLS SERVICE 


PUBLIC UTILITIES REPORTS, INC. — Publishers 
309 Munsey Building © Washington 4, D. C. 
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HOW IT WORKS 


Supersonic waves are sent into the 
material under test. Upon reaching the 
other side, or upon reflection by a dis- 
continuity, the waves return to their 
source and are then converted into a 
high-frequency potential. This poten- 
tial is amplified by electronic circuits 
and projected upon the screen of a 
cathode-ray tube where they may be 
seen and examined. 


bh 


Pulse pattern, showing the initial pattern 
at the extreme left and the reflection from 
the opposite side at the extreme right. The 
sweep line indicates no defects. 


b+ 


A typical indication of a defect is illustrated 
here. By means of calibration, it is now pos- 
sible to determine both the exact position of 
the flaw, as well as its size. 








Today, Supersonic testing is available on specification 
for inspecting Grinnell prefabricated piping. By ob- 
serving the pattern produced by the electron beam on 
the fluorescent screen, any defects in the base metal, 
welds, or variations in pipe thickness can be located 
and measured at a glance. 

Grinnell’s ultra modern electronic testing can be 
relied upon to detect hidden flaws in pipe materials, 
to check unerringly the quality of welds where it picks 
up types of flaws not revealed by X-ray and gamma 
ray inspection. In examining bends, this type of test- 
ing can measure the degree to which bent pipe thins 
on the outside and thickens on the inside of the bend, 
assuring full specified thickness in high temperature, 
high pressure work. 

Non-destructive Supersonic testing is another in a 
constant succession of new techniques employed by 
Grinnell to provide prefabricated piping which is safe 
and dependable ... which measures up in every 
way to rigid state, national, association and insurance 
code requirements. It is another reason, too, why it 
will pay you to think of Grinnell “Whenever Piping 
Is Involved”. 


GRINNELL 


WHENEVER PIPING IS INVOLVED 





GRINNELL COMPANY, INC., Providence, R. 1. Warehouses: Atlanta * Billings * Buffalo * Chicago 
Cleveland * Cranston * Fresno * Kansas City * Houston * Long Beach * LosAngeles * Milwaukee * polis * New York 
Ockland * Philadelphia * Pocatello * Sacramento * St.lovis * St.Paul * Sanfrancisco * Seattle * Spokane 


Charlotte * 
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ELLIOTT COMPANY engineers have set the 
pace in so many new and successful onde 
equipment developments, that the attacking 

of old problems from new angles is an 

established Elliott characteristic. Whether PO ecto 
it be a turbine-generator or a twin strainer— 

a condenser, or a tube cleaner for that 

condenser, the purchaser knows that the Adiltiiiiae 
product will have all the latest in design 
elements to insure long life, profitable 
operation and minimum maintenance. 


“You're a step ahead with Elliott’’ means 
what it says, as many power stations know. he Clec 











HEADQUARTERS AND GENERAL OFFIC 


JEANNETTE, P 


Plants of: JEANNETTE, PA. © RIDGWAY, 
AMPERE, N. J. © SPRINGFIELD, O. * NEWARK, 
DISTRICT OFFICES IN PRINCIPAL CiTl 











Approved service shops and distributors 
located the United States 
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{ Indiana Gas Association begins annual convention, French Lick, Ind., 1951. 





q Fie Ph Society of Civil Engineers begins Pacific Northwest conference, Portland, 
re 





{ Public Information Program begins national mecting, Chicago, Ill., 1951. € 








{ American Water Works Association begins annucl conference, Miami, Fla., 1951. 








{ Chamber of Commerce of the United States begins annual meeting, Washington, 
D ‘4 


” 





z May z 





§ Pennsylvania Independent Telephone Association ends annual convention, Reading, Pa., 
1951. 





¥ Edison Electric Institute, Electrical Equipment Committee, begins meeting, Chicago, 
Ti., 1951. 





{ Pennsylvania Electric Association ends industrial power conference, Bedford, Pa., 1951. 





q New Jersey Utilities Association begins one-day annual spring meeting, Absecon, 
N. J., 1951. 





» | = Utilities Association ends annual convention, Oklahoma City, Okiz., ®@ 
1951. 





{ United States Independent Telephone Association will hold executives conference, 
White Sulphur Springs, W. Va., May 14, 15, 1951. 





s/e/al[a|e 


1 fenevicns Gas Association, Natural Gas Department, begins spring meeting, Dallas, 
ex., le 





1 American Water Works Association, Pacific Northwest Section, will hold annual meet- 
ing, Vancouver, British Columbia, Canada, May 17-19, 1. 





{ Indiana Telephone Association begins annua! convention, Indianapolis, Ind., 1951. 
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Courtesy, Portland General Electric Company 


Spring Cleaning 


Line check and reconditioning 
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Management’s Dual Responsibility 


For Utility Rates 


How can utility managements apportion their loyalty to the 

investing public as distinguished from the consuming public? 

Are there any rules or standards which the harassed utility 

official can safely use to gauge his own decisions on such 
important questions as rate increases? 


By W. TRUSLOW HYDE, Jr.* 


N the last week of January, Stand- 
ard & Poor’s index of 14 utility 
operating company stocks stood at 

110 compared with 112 a year earlier 
and the 1946 postwar high of 133. In 
contrast, industrial and railroad stocks 
were 32 per cent and 50 per cent, re- 
spectively, above the previous year, 
while the industrial average was 15 
per cent above its 1946 high and the 
rail average within 6 per cent of its 
postwar peak. The patent explanation 


— personal note, see “Pages with the 
itors.” 
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that the nature of utility stocks pre- 
cludes wide market fluctuations is little 
solace to the schoolteacher, shopkeep- 
er, wage earner, or businessman who 
has not only seen the purchasing 
power of his dividends shrink inverse- 
ly with the rise in the cost of living, 
but has also been told that earnings 
this year will give less protection to 
dividends than they did last year. This 
market action reflects a basic weak- 
ness in the utility industry which can 
be corrected only by aggressive action 
on the part of management to obtain 
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sufficiently high rates to provide an 
adequate return. Unless some such ac- 
tion is taken in the near future, the 
confidence of investors in utility se- 
curities will be further shaken and may 
undermine the present high credit 
standing of the industry. 

There is little question that utility 
earnings in 1951 will do well to offset 
the increase in normal and surtaxes to 
47 per cent approved by the last Con- 
gress. If income taxes are raised fur- 
ther as requested by President Tru- 
man, net income of most utilities will 
surely fall below the 1950 level. This 
opinion has been expressed both pri- 
vately and publicly by many utility 
officials and cannot be seriously ques- 
tioned. Furthermore, there has been a 
growing realization, in financial cir- 
cles at least, that these lower earnings 
will be further diluted by the necessity 
of selling additional common stock. 
The utility which can show an increase 
in its earnings per share of stock this 
year wiil most certainly be in the 
minority. 


|. ware earnings have improved 
during the past two years (see ac- 
companying table), they have failed 
to keep pace with the increasing 
amount of capital necessary to provide 
the utility services demanded by our 
expanding economy. Gross income of 
the class A and B electric utilities as 
reported by the Federal Power Com- 
mission last year represented a return 
of only about 5.60 per cent on 
their combined year-end capitalization. 
With the single exception of 1942, 
when the full impact of the onerous 
excess profits tax of the last war re- 
duced the return to 5.56 per cent, utili- 
ties have never existed on such a mea- 
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ger return. This year, despite an all- 
time high in industrial activity fos- 
tered by the rearmament program, 
pyramided on top of a business boom, 
even the most optimistic cannot hope 
that earnings will increase commen- 
surately with the expansion of capi- 
tal. At this early stage, it looks as if 
the best the utilities can expect is to 
increase their earnings only 1 per cent 
or 2 per cent after absorbing an in- 
crease in taxes to 47 per cent. Allow- 
ing for the probable additional capital 
which will be raised this year, it looks 
as if earnings might provide a return 
of 5.40 per cent, which would compare 
with the 1942 low of 5.56 per cent. If 
income taxes are increased to 50 per 
cent, the return would shrink to 5.25 
per cent on the year-end capitalization, 
while if President Truman’s recom- 
mended 55 per cent tax is adopted, the 
return would be only 5 per cent. 

These are the prospects for the util- 
ity industry in a year of record-break- 
ing industrial activity, and a new high 
in national income. No allowance has 
been made for the possibility that the 
prospective boom may be cut short 
through a reversal of inflationary in- 
fluences, a change in world conditions 
which would result in a cutback in 
armament production, or any other un- 
foreseen developments. 


'g utilities were individually owned 
instead of by thousands of small 
stockholders, the solution would be 
speedy and simple. No private busi- 
nessman would continue to operate u- 
der such adverse conditions. Either he 
would assure himself of an adequate 
return or he would refuse to invest the 
additional capital. So far as the utilities 
are concerned, the obvious solution 
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MANAGEMENT’S DUAL RESPONSIBILITY FOR UTILITY RATES 





CLASS A AND B ELECTRIC UTILITIES 
FEDERAL POWER COMMISSION 


(000,000 omitted) 


Gross 
Income 
$1,136+ 

1,102 
1,022 
896 


Gross before 
Income Tax* 
$1,700 
1,551 
1,380 
1,203 
1,182 


Est. 1951 
1950 
1949 
1948 
1947 


*Figures prior to 1947 partly estimated. 
tBased on 47 per cent normal and surtax. 


Indicated 
December 31st Return on 
Capitalization Capitalization 
$21,000 
19,700 Est 
17,380 
15,720 
14,117 


Net 
Income 


5.77 
5.56 
5.75 
5.99 
5.95 
5.62 
5.83 





would be a moderate increase in rates. 
A 10 per cent across-the-board rise, 
after allowing for a 50 per cent in- 
come tax, would be equivalent to 1.10 
per cent on the capital invested in the 
industry and would suffice to re- 
establish a fair return. 


Umer rates have benefited from 

fuel adjustment clauses in large 
power contracts, while some increases 
were obtained in 1948 and 1949. These 
1948 and 1949 increases, however, 
followed rate cuts in 1946 and 1947, 
and the net result of rate increases and 
fuel clauses has been to increase the 
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average revenue per kilowatt hour sold 
from 1.54 cents in 1945 to 1.66 cents 
last year—a rise of only 8 per cent. 
During the same period, there have 
been five rounds of wage increases, 
wholesale commodity prices are up 63 
per cent, freight rates are 39 per cent 
higher, and the cost of living has in- 
creased 39 per cent. The utilities are 
far behind the parade of rising prices, 
yet they are not immune to rising costs 
as attested to by their declining rate of 
return. 

In the latest tax bill, Congress recog- 
nized that it was necessary for utilities 
to earn 6 per cent. Why, then, should 
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there be any hesitation to seek rates 
which will produce earnings equivalent 
to this yardstick? Even those compa- 
nies whose earnings will surely fail to 
afford a 6 per cent return this year are 
reluctant to request higher rates. De- 
spite the fact that their projections in- 
dicate otherwise, managements are in- 
clined to rely on nothing more tangi- 
ble than hope that they will be able to 
earn an adequate return. The universal 
excuse is that earnings should cover 
present dividend rates, even though the 
protection may be less than in former 
years. This emphasis on dividends, 
however, begs the point. Earnings, not 
dividends, are the real measure of an 
adequate return, and a dividend which 
represents 90 per cent of earnings is 
not worth as much as a dividend which 
represents 65 per cent or 75 per cent 
of earnings. Furthermore, retained 
earnings provide not only an important 
source of new capital, but additional 
equity on which expansion programs 
can be financed through senior securi- 
ties. 


WD pest representatives appearing 
before Congress during hearings 
on excess profits taxes stressed the 
necessity of a 6 per cent return to en- 
able the industry to finance essential 
construction. Why do they not carry 
the same arguments as forcefully to 
regulatory commissions in applications 
for rates which will provide adequate 
earnings? There is little advantage to 
winning recognition in one quarter 
only to lose the advantage by default 
in another. Furthermore, to wait until 
earnings have declined before asking 
for rate relief would not only be court- 
ing disaster, but would be disregard- 
ing the warnings which are so clearly 
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shown by budgetary forecasts. An 
alert management should not only be 
able to anticipate a decline in earnings, 
but should be willing to take aggres- 
sive action to prevent it. 
Unfortunately, however, utility 
managements are confronted by a 
psychological obstacle which compli- 
cates the apparently simple solution of 
their financial problems. Their com- 
panies are owned by thousands of 
small stockholders whose only contact 
with the management is through their 
annual proxy which they sign and mail 
almost automatically. In contrast, util- 
ity officials are in daily contact with 
their customers and the regulatory 
authorities, while utility directorates 
are frequently made up of local busi- 
nessmen whose interests in the com- 
pany run a poor third to their interests 
in the community and consumers. Fur- 
thermore, although they direct the 
policies of the company, it is rare to 
find a utility director who is also a 
substantial stockholder. Under such 
circumstances, it is only natural that 
the ever-present consumers and com- 
missioners should receive more sym- 
pathetic understanding than the ab- 
sentee stockholders. This attitude is 
even carried into utility annual re- 
ports, which are supposed to be di- 
rected to stockholders. Time and again, 
considerable space is devoted to de 
clining rates, while only brief apolo- 
gies are given for inadequate earnings. 


HE present trend toward local 

directorates was fostered, theo 
retically at least, by § 11(b) (1) (C) 
of the Public Utility Holding Com- 
pany Act, which states that no holding 
company system should be so large 4 
to impair “the advantages of localized 
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MANAGEMENT’S DUAL RESPONSIBILITY FOR UTILITY RATES 


management, efficient operation, or the 
effectiveness of regulation.” However, 
since § 1, which enumerates the 
abuses attributed to holding compa- 
nies, does not mention the absence of 
“localized management,” this would 
appear to fall in the classification of a 
minor consideration or afterthought. 
It has, however, become a major issue 
and, so far as stockholders are con- 
cerned, a serious weakness. Many di- 
rectorates, on the pretense of good 
public relations, have become far more 
representative of consuming interests 
than of investors. 


I ‘ats close association of the man- 
agement with consumers and ab- 
sence of a personal financial interest 


are the principal reasons why utilities 
have been so reluctant to obtain rate in- 
creases to offset higher costs. It ex- 
plains why businessmen, who have in- 
creased prices of articles produced by 
their own companies, have hesitated 
to press for higher electric rates. What 
will overcome the natural inertia of 
such a combination of circumstances 
and divided interest is difficult to pre- 
dict ; but, in fairness to security hold- 
ers and to preserve the high credit 
rating which the utility industry en- 
joys, management must overcome 
these handicaps and be willing to ob- 
tain rates which will provide an ade- 
quate level of earnings and a satisfac- 
tory return on the capital which has 
been entrusted to it. 





Hobson’s Choice on Railroad Operations 


re public will either support a privately owned and 
privately operated railroad transportation system, or 
it will pay for it in the form of government subsidy or a gov- 
ernment facility that doubtless will be operated at a loss which 
the taxpayers must make up. 

“If the public decides to leave the railroads to their fate and 
let things go along as they are and the railroads gradually drift 
into government ownership, what is the picture then? Does 
any one imagine that the government will take over the rail- 
roads and leave other forms of transportation free? 

“Take a look at England. When the government took over 
the railroads, they took over all highway road haulage exceed- 
ing a radius of 25 miles. They took over docks and wharves 
and railroad-owned hotels. Their airlines are nationalized. 

“But will nationalization stop with transportation once it gets 
started? Bear in mind that the railroads normally use 17 per 
cent of all the iron and steel produced in this country; about 23 
per cent of our bituminous coal production; 19 per cent of the 
total fuel oil output; 16 per cent of the timber cut; and substan- 
tial amounts of many other products. With that vast power 
permanently in the hands of the government, how much farther 
will it go and where will it stop? 

“(The shipper) will be at the mercy of government if he is 
not himself nationalised (and the government) will fix his rates 
as it sees fit and that will be all there is to it.” 

—D. P. Loomis, 
Chairman, Association of Western 
Railways. 
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CAP—The Nation’s Most 


Fantastic Project? 


The Central Arizona Project, popularly known as CAP, is a 
Reclamation Bureau irrigation and power undertaking pro- 
posed in legislation pending before Congress. Since the intro- 
duction in the 81st Congress of a measure to authorize tt, CAP 
has been the vortex of the fight over allocation of Colorado river 


water. 
By BEN P. GRIFFITH* 


DDING a $2 billion tax load on 

A American citizens in order to 

make it possible for landown- 

ers in one state to grow more potatoes 

and other surplus crops might seem 
unthinkable at this critical time. 

And spending $1,800 an acre from 
Federal funds to build ditches and 
canals to carry water to irrigate land 
worth not more than $300 an acre 
might be condemned as bad eco- 
nomics. 

Equally questionable policy would 
be a proposal to construct a power 
dam that would be financed over a 
75-year period but which would be 
half filled with silt in twenty years 
and completely silted up in a probable 
forty years. 


*For personal note, see “Pages with the 
Editors.” 
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Incredible as those statements may 
seem, they are typical of engineering 
and economic features that have 
earned for the proposed Central 
Arizona Project the title of “The 
Nation’s Most Fantastic Project.” 
Legislation seeking to authorize this 
fabulous undertaking, at taxpayers’ 
expense, now is pending in Congress 
and determined efforts are being made 
by the project sponsors to succeed this 
time, following failure of their plans 
in the 80th and 81st Congresses. 

Those who think “It can’t happen 
here” are reminded that a similar bill 
passed the U. S. Senate on February 
21, 1950, by a 55-to-28 tally. Only 
the most vigorous expressions of con- 
cern in states that would have to foot 
the major part of the huge tax cost 
of over $2 billion, while getting n0 
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benefits in return, kept the bill bottled 
up in the House Public Lands Com- 
mittee for the remainder of the con- 
gressional session. 


Aner insight into a “double 
standard” that seems to apply to 
eastern and some western water proj- 
ects is apparent by comparing the 
costly Arizona proposal with the plans 
now under way for development of 
the Delaware river. 

In order to regulate and control the 
Delaware river and tap its flow to 
augment the water supply of New 
York, New Jersey, Delaware, and 
Pennsylvania, those states are plan- 
ning to invest $550,000,000 of their 
own funds in a comprehensive proj- 
ect known as “Incodel.”” No Federal 
funds are being sought for this joint 
activity of four populous eastern 
states. 

Under the Arizona proposal, Colo- 
rado river water would be brought to 
farm lands in the central area of that 
state, near Phoenix. To make this pos- 
sible the “Incodel” group of states 
would be taxed $539,000,000 as their 
share of the total Arizona project cost. 

In other words, while the citizens 
of New York, New Jersey, Delaware, 
and Pennsylvania were paying $550,- 
000,000 to provide for their own wa- 
ter needs, they would be taxed an 
almost identical amount to subsidize 
Arizona citizens. To cap the irony, 
the eastern taxpayers would face 
added taxes under the government 
surplus crop support program, inas- 
much as crops already surplus repre- 
sent a good portion of the Arizona 
agricultural output. 

Residents of Ohio, Illinois, Massa- 
chusetts, Texas, and all the states 
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would have to pay higher taxes if this 
legislation were approved. The exact 
amounts of the cost to taxpayers in 
each state (on the basis of present es- 
timates) are shown in the table ac- 
companying this article. (See page 
538.) It is interesting to note that 
Arizona, which would get the exclu- 
sive benefit of the irrigation system, 
if built, would pay only thirty-seven 
one-hundredths of 1 per cent of the 
interest cost. The balance would come 
from other states. 


OS Sur Arizona project is not the 
only instance of taxing the entire 
nation to enrich a selected area. It 
happens to be the costliest, the most 
grandiose, and the most fantastic pro- 
posal so far made under the Reclama- 
tion Law, which went into effect in 
1902. But it is a danger signal that 
must be heeded if the nation is to 
draw the line between feasible and 
nonfeasible projects. Inasmuch as 
Arizona is only one of 17 western 
states that qualify for funds under the 
Reclamation Law, it is readily ap- 
parent that acceptance of this costly 
irrigation scheme now would open the 
Treasury flood gates to release a tor- 
rent of tax funds to the other 16 
states. 

The degree of the deluge that 
might be expected to follow is indi- 
cated by population figures. Arizona, 
with approximately 700,000 residents, 
is asking Congress and the American 
taxpayer for a project that would cost 
at least $708,000,000 to build and that 
would entail an interest tax burden of 
possibly $2,075,729,000, according to 
official government estimates. 

The combined population of the 
other 16 states is 33,259,000. If they 
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were to demand “equal rights” the 
staggering sum of $33,259,000,000 in 
Federal appropriations can be en- 
visaged just for capital construction. 
The interest burden on the American 
taxpayers cannot be reliably computed 
because of the varying so-called “re- 
payment” periods, but in any event it 
would be many times the total capital 
cost. 

The moral to citizens everywhere is 


clear: A new deal in reclamation is 
essential. 


Bb Boge: is no quarrel generally with 
the original concept of Reclama- 
tion. Its intent was to “open the West” 
for enterprising citizens who wanted 
to try to earn a living from the soil, 
with government aid and guidance, 
but on a self-supporting basis. Pay- 
ments made for the government land 
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COST TO NATION’S TAXPAYERS—BY STATES— 
OF CENTRAL ARIZONA PROJECT 


Official Statement by Secretary of Interior Indicates Extra Tax Burden of $2,075,729,000 for 
Interest Alone if Congress Approves Fantastic Project Bill S 75 


State’s % 
Of Total 
(See Note 
1 Below) 


Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 


Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 


SrRssst 


Cost to 
Taxpayers 
(See Note 
2 Below) 


State’s % 
Of Total 
(See Note 


State 1 Below) 


New Hampshire .... 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 


Washington 

West Virginia 
Wisconsin 
Wyoming 

Dist. of Columbia 
Hawaii and Alaska 


U. S. Total 


30,721,000 





100.00 $2,075,729,00 


Nite 1—Percentages of total tax burden that each state will bear when computed by the 
Council of State Chambers of Commerce, Washington, D. C 

Note 2—Cost to the nation’s taxpayers of $2,075,729,000 is an official estimate of Oscar L. 
Chapman, Secretary of the Interior. It is based on the provisions of S 75 (Central Arizona 
Project Bill) and the following specified conditions: construction cost estimate of $708,780; 
made by the Bureau of Reclamation (Senate Report No. 832, 8lst Congress, 1st Session) ; a 
interest rate of 24 per cent; an 8-year construction period; and a 75-year financing period. 

The Secretary’s statement appears in his letter dated June 28, 1950, to J. Hardin Peterson, 
chairman of the House Public Lands Committee. The statement was approved by the Bureai 


of the Budget. 
APR. 26, 1951 
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opened for development in this way 
were credited to pay off the cost of 
building dams and ditches that served 
the project area. The investment in 
irrigation works was geared to the 
size Of the farm lands and to the 
ability of the landowners to repay. 
Many of these early works were 
soundly planned and financed. They 
paid their way and returned their cost 
to the Federal Treasury. The credit 
of the government was used for a 
worthy, economical purpose under the 
historic operations of the Reclamation 
Law. 

Today this activity of the Depart- 
ment of the Interior and the Bureau 
of Reclamation has been twisted and 
perverted to serve a vastly different 
purpose. The proposed Central Ari- 
zona Project now before Congress 
shows to what lengths a government 
agency can go in seeking to constantly 
expand its power, its personnel, and 
its control over the people it is in- 
tended to serve. 


|? fe the proposed Arizona devel- 
opment, not one acre of new land 
will become available to any American 


citizen imbued with the desire to 
seek his fortune “out West.” No 
American veteran can benefit from 
the proposed expenditure of billions of 
dollars of tax money. The land to be 
served by this huge undertaking al- 
ready is completely under private 
ownership. The present owners are in 
effect being granted an unprecedented 
Federal handout to keep their lands in 
production (in many cases, production 
of crops already surplus, as previously 
pointed out). 

Whereas the reclamation farmer 
of the early 1900’s paid for the 
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modest investment of the government, 
the Arizona landowner today would 
not be required even to pay all of the 
operation and maintenance charges 
entailed in bringing water to his prop- 
erty. He is not required to pay back 
one cent of the original capital cost of 
more than $708,000,000. 

Startling as these charges may 
seem, they are based upon official 
statements made to congressional 
committees. 

The most illuminating of such state- 
ments was a communication trans- 
mitted last year, on June 28, 1950, by 
Interior Secretary Oscar L. Chap- 
man. It was formally titled “Reply of 
the Department of the Interior and 
the Bureau of the Budget to Questions 
Regarding the Central Arizona Proj- 
ect (S 75), Asked by the Committee 
on Public Lands in Its Resolution of 
May 11, 1950.” It was addressed to 
Congressman J. Hardin Peterson (a 
Democrat, of Florida), who was 
chairman of the House committee to 
which the Senate-approved bill had 
been referred. 


TOTAL of 17 pertinent questions 

had been fired at the Secretary by 
the congressional committee, but per- 
haps the most important question to 
tax-conscious American citizens was 
this one: 

“How much interest on the national 
debt occasioned by the project would 
be borne by the nation’s taxpayers, 
assuming a 75-year repayment period 
and a reasonable construction peri- 
od?” 

Mr. Chapman submitted several an- 
swers to the direct question, using an 
assortment of arbitrary assumptions, 
but the most realistic one showed that 


APR. 26, 1951 





PUBLIC UTILITIES FORTNIGHTLY 





Smoke over the Colorado 


we BP percenge citizens have taken the lead in exposing the fantastic 

nature of the Central Arizona Project because they have dis- 
covered it would take Colorado river water for which they hold govern- 
ment contracts. This controversy over conflicting water claims has 
caused some persons to look on the whole subject as merely a ‘fight 
between two states.’ This is a dangerous error because it tends to lay a 
smoke screen over the . . . larger questions of nation-wide significance.” 





the net interest on the national debt 
occasioned by the proposed Arizona 
project would amount to the breath- 
taking total of $2,075,729,000. That 
official estimate was based on the fol- 
lowing specified conditions: (1) the 
Senate version of S 75; (2) an esti- 
mated construction cost of $708,780,- 
000 (estimate made by the Bureau of 
Reclamation in Senate Report No. 
832, 81st Congress, 1st Session) ; (3) 
an interest rate of 24 per cent on Fed- 
eral obligations; (4) an 8-year proj- 
ect construction period; (5) a 75-year 
financing period. 


F -vapeee through this channel 
of the costly heights to which 
one project for one state would raise 
the Federal tax burden had a sobering 
influence on Washington legislators. 
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Especially when the whole sum was 
broken down into its impact on the 
individual states, using a percentage 
table compiled by the Council of State 
Chambers of Commerce. For the first 
time, possibly, it was brought home to 
many Congressmen and Senators pre- 
cisely how much their constituents 
would be called on to pay in order to 
subsidize a Reclamation Bureau proj- 
ect that would violate every concept 
of sound agricultural practices. 
The growing concern over the reck- 
less promotion of “projects for proj- 
ects’ sake” is not confined to the 
eastern and midwestern states that 
automatically bear the lion’s share of 
the tax subsidies involved. Even in 
far western states that directly bene- 
fit from the Reclamation program, it 
is becoming realized that ill-con- 
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sidered projects ultimately may kill 
the goose that lays the golden Rec- 
lamation eggs. 

Governor Vail Pittman of Nevada, 
in a message to the Colorado River 
Water Users Association annual con- 
vention at Salt Lake City in De- 
cember, 1950, made some timely 
comments on the general problem pre- 
sented by the Colorado river. He 
pointed out that the Bureau of Rec- 
lamation had issued a comprehensive 
planning report in March, 1946, list- 
ing 134 potential projects throughout 
the Colorado river basin for irriga- 
tion, power, and flood control. 


. ‘T F these projects were completed,” 

he said, “they would deplete the 
flow of the Colorado river about 
6,000,000 acre-feet per year. Possi- 
bilities for out-of-basin exportations 
permissible by the compact will in- 
crease this by some 3,000,000 acre- 
feet. If all the existing or authorized 
projects were constructed to their full 
extent they would deplete another 
4,000,000 acre-feet. The total would 
aggregate more than 20,000,000 acre- 
feet, or about 25 per cent more than 
the available water.” 

Governor Pittman then made this 
observation: “It is therefore evident 
that priority should be given to the 
best projects—those that are reim- 
bursable. Political pressure for the 
early construction of uneconomical 
projects, requiring much water and 
burdening the general tax-paying pub- 
lic for the benefit of small populations, 
should not be allowed to influence 
Congress, especially in the present 
critical state of world affairs.” 

However, the critical state of world 
affairs evidently has not daunted the 
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Arizona sponsors of S 75. They have, 
in fact, attempted to capitalize on the 
current situation. Their spokesmen 
have pointed to the 750,000 kilowatts 
of hydroelectric power to be generated 
at Bridge Canyon dam, on the Colo- 
rado river, at a site 115 miles up- 
stream from Hoover (Boulder) dam, 
as a reason for having Congress take 
prompt action on the legislation. What 
they fail to mention is that it would 
require at least eight years to build 
the project. This would tie up large 
amounts of critical materials for a 
long period and would add to man- 
power shortage problems. Further- 
more, when the plant eventually gets 
into operation it would give irrigation 
pumping use the first priority for one- 
third of the entire plant output. In 
other words, growing potatoes and 
other ordinary crops would take pre- 
cedence over the need for electric 
power to serve aircraft and other na- 
tional defense plants. The language of 
S 75 makes specific provision for first 
priority to Arizona pumping demands. 


HE Federal Power Commission 

has made the following signifi- 
cant observation on another element 
of policy involved in the power fea- 
tures of the proposed Central Arizona 
Project legislation : 


It is observed that the burden of 
irrigation costs on power would be 
considerable and that costs of com- 
mercial power would be approaching 
a level that cannot be classed as low- 
cost power in the region. This raises 
the question of whether subsidies for 
irrigation should not be looked for 
from sources other than power if the 
irrigation features of the project are 
adopted. 


The commission’s statement was 
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included among comments made by 
interested Federal agencies on the re- 
port submitted to Congress by the 
Secretary of the Interior on the pro- 
posed Central Arizona Project. It ap- 
peared in the report (No. 832, 81st 
Congress, Ist Session) issued by the 
Senate Interior and Insular Affairs 
Committee on August 3, 1949, in 
recommending passage of S 75. (The 
Senate subsequently followed the 
committee recommendation and ap- 
proved the bill on February 21, 1950.) 


jaws same Senate Report No. 832 
carried a statement by Senator 
Sheridan Downey (Democrat from 
California) that the 33 per cent of the 
electric energy output at Bridge Can- 
yon (1.5 billion kilowatt hours per 
year) committed to pumping irriga- 
tion water would have a total value 
of $315,000,000 over the tentative 
70-year financing period, if sold as 
commercial power. Aside from this 
revenue loss entailed in the plan, 
Senator Downey charged that it 
would be “an egregious waste of the 
nation’s natural resources” to commit 
this vast quantity of power for the 
purpose of raising irrigation water 
986 feet, in light of the “modest pro- 
duction” of crops that would be 
achieved on the 226,000 acres of land 
in Arizona for which the project is 
primarily intended. 


rage in other states are puzzled 
by the proposal to utilize Federal 
funds to expand agricultural produc- 
tion in Arizona while production else- 
where is being curtailed. They are 
aware that the U. S. Department of 
Agriculture adopted a policy in 1950 
to cut back the nation’s total farm 
acreage by 30,000,000 acres from the 
area in production in 1949. It is 
difficult for them to understand the 
reasoning back of the U. S. Depart- 
ment of the Interior proposal to spend 
$1,838 an acre to put additional water 
on Arizona land worth less than $300 
an acre. 

Reaction of farmers to this incon- 
sistency in policies of two major gov- 
ernment departments was reflected in 
the following resolution adopted by 
the National Grange at its 84th annual 
session, held in Minneapolis, Minne- 
sota, last November (November 15 
to 25, 1950): 


OPPOSING ARIZONA PROJECT 
BILL 


Committee recommends adoption of 
Resolution No, 92 by Sehlmeyer : 

Whereas, a bill is now before the 
Congress which, if passed, will au- 
thorize the Central Arizona Project, 
and 

Whereas, the proponents of the bill 
admit that it is designed to rescue 
about 226,000 acres of land where the 
underground supply of water is being 
or has been voluntarily overdrawn, 
and 


e 


entire nation to enrich a selected area. It happens to be the 


q “THE Arizona project is not the only instance of taxing the 


costliest, the most grandiose, and the most fantastic pro- 


posal so far made under the Reclamation Law, which went 
into effect in 1902. But it is a danger signal that must be 
heeded if the nation is to draw the line between feasible and 
nonfeasible projects.” 
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Whereas, the construction costs of 
the irrigation features designed to 
serve the “rescued” land will amount 
to more than $1,800 per acre, with 
little, if any, of the cost being repaid 
by the landowners, and 

Whereas, Oscar L. Chapman, Sec- 
retary of the Interior, has officially 
stated to Congress that the Central 
Arizona Project will cost the Ameri- 
can taxpayers over $2 billion for in- 
terest alone, which will not be repaid, 
and 

Whereas, the Central Arizona Proj- 
ect can be built and operated only if 
the established principles of economic 
feasibility as set forth in the national 
reclamation laws are grossly violated, 

Now, Therefore Be It Resolved, 
that the National Grange does hereby 
oppose the passage of this legislation 
and urges its defeat. 


|= objections are even more 
applicable to the current version 
of the Central Arizona Project Bill, 


S 75, because of the prevailing impact 
of national defense demands on our 
economy. There is general agreement 
that nonessential Federal spending 
must be pared to the bone. The sim- 
plest and most certain method of re- 
ducing this category of expense is to 
make sure that it does not get a legis- 
lative start. Once started, the com- 
plexities of the budget are such that 
economies are extremely difficult to 
achieve. 

California citizens have taken the 
lead in exposing the fantastic nature 
of the Central Arizona Project be- 
cause they have discovered it would 
take Colorado river water for which 
they hold government contracts. This 
controversy over conflicting water 
claims has caused some persons to 
look on the whole subject as merely 
a “fight between two states.” This is 
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a dangerous error because it tends to 
lay a smoke screen over the following 
larger questions of nation-wide sig- 
nificance : 

1. Is it a proper function of the 
government to build a project for the 
benefit of private landowners in one 
state and require those benefited to 
pay only 1 per cent of the cost, with 
the remaining 99 per cent assessed to 
citizens of other states? 

2. Is it in the national interest to 
subsidize increased agricultural pro- 
duction by costly irrigation meth- 
ods in one state, while farm areas 
throughout the United States are be- 
ing reduced at the request of the De- 
partment of Agriculture? 

3. Is there any possible justification 
for allocating for the exclusive use of 
private landowners a large part of the 
electrical energy to be generated at a 
government-owned power plant when 
those landowners are not required to 
pay the fair value of that power pro- 
duction—a value that would amount 
to more than $300,000,000 during the 
fiscal “life” of the project? 


HOSE are some of the vital issues 

wrapped up in the Central Ari- 
zona Project legislation, S 75, now 
pending in Congress. On the question 
of water rights, which directly con- 
cerns only the two states, California’s 
position is that constitutional provi- 
sions for settling interstate disputes 
should be followed; namely, by sub- 
mitting the matter to the U. S. Su- 
preme Court. Bills authorizing that 
procedure have been introduced by 
California’s Senators and Congress- 
men. It is hoped that Congress will 
give its consent to Supreme Court 
adjudication. 
APR. 26, 1951 
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Meantime, the broad economic is- state is entitled to call upon the people 
sues inherent in the Arizona plan of New York, Illinois, Ohio, and all 
should not be lost sight of, because, the other states to pay for the physical 
even if the Court should rule that works that would have to be built to 
Arizona is entitled to all of the water divert the water to the land in ques- 
it seeks, it does not follow that the _ tion. 





Five Kinds of Lobbyists 


IVE categories of legislative lobbyist were identified recently 

by Roy Meyers, representative of Portland General Electric 
Company, whose thirty-eight years attending sessions at the 
state house in Salem, Oregon, make him “dean of the lobby.” 

Meyers recently appeared before the senate rules and bills 
committee at a hearing on a bill introduced by Senator Rich- 
ard L. Neuberger, Portland, which would require lobbyists to 
register and make financial reports. Meyers indicated he saw 
no particular need for the bill, but several other lobbyists said 
they thought it would have a salutary effect. 

In his types of lobbyist Meyers first identified the “regular 
lobby,” which he said is composed of employees of utility, labor, 
grange, financial, and many other interests—all open and above 
board. 

“The ‘anywhere for hire’ lobbyist,” he said, “solicits business. 
He works for one side at one session and another side the next 
time.” 

“The ‘two-way-stretch’ lobbyist,” said Meyers, “is a man 
that maneuvers. He will get a bill introduced in one house and 
work for its passage there. When it is in committee in the other 
house, he then goes to some interest opposed to the measure and 
takes the job of killing the bill.” 

The “buzzard” lobbyist, said Meyers, is the man who con- 
vinces gullible citizens “he can deliver votes at so much a vote,” 
which he usually can’t do. 

The fifth category of lobbyist, said the utility man, is the rep- 
resentative of state, city, and county government and the 
130-odd boards and commissions in the state organization. 

Neuberger said the admitted high standard of Oregon lob- 
byist does not eliminate necessity for the bill, which he said 
was modeled on California’s statute. More than 30 states re- 
quire registration of lobbyists, he said, and 20 require the 
filing of financial reports. 
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A Utility Tax Is a Consumer 
Tax 


This is a well-written article, stressing the point that all addi- 

tions to taxes on public utilities are actually taxes added to 

the burdens of the consumer. This ts true, even though the 

utility companies sometimes have to wait to get the revenue 
needed to cover additional taxes. 


By RICHARD L. ROSENTHAL* 
PRESIDENT, CITIZENS UTILITIES COMPANY 


AXES are meant to be a toll on 
Te income of those taxed. Taxes 
on individuals are, of course, 

paid by them. In the competitive sector 
of the business economy, taxes tend to 
be paid by those on whom they are 
levied—although when competitive 
pressures relax, business taxpayers are 
able to pass on to their customers (via 
price increases) various portions of 
their tax burdens, the proportion vary- 
ing directly with the degree of relaxa- 
tion of competitive pressures, in terms 
of supplies of and demand for goods. 
Taxes on public utilities, however, 
are completely different from taxes on 
competitive, nonregulated businesses. 
Because of the fundamental difference 
between nonregulated, competitive 
business and regulated business, taxes 
on utilities are not really taxes on 


*For additional personal note, see “Pages 
with the Editors.” 
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profits at all. Viewed in their proper 
context, it becomes apparent that taxes 
on utilities are merely another item of 
utility operating cost. A rapidly grow- 
ing item to be sure; but no matter how 
high, only an item of cost. And equita- 
bly regulated utilities are obliged— 
and, therefore, must be permitted—to 
pass all increases in costs on to cus- 
tomers, if cost increases result in earn- 
ings receding below a fair rate of 
return. 


IX the determination of the adequacy 
of a utility’s rate of return, its 
net income—not its income before 
taxes—is related to its rate base. This 
results neither from oversight nor 
from technicality. It is rooted in the 
monopoly realities of commission- 
regulated public service operation. The 
reasons for this are fundamental; and 
fundamentally simple. 
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Baye ae-stny business is free to de- 
cide when to expand and when not 
to expand—indeed, if to expand. 
Moreover, competitive, nonregulated 
business will only expand and invest 
the additional capital required by ex- 
pansion, if the expansion holds the 
probability of substantially improving 
return on investment. Competitive, 
nonregulated businesses prefer to try 
to earn their capital needs before com- 
mitting themselves to expansion pro- 
grams; and the more successful ones 
—which tend to be the only ones that 
do expand—are generally able to fi- 
nance their expansion capital seeds 
from retained earnings, plus short- 
term borrowings, which can be paid off 
from the increased earnings resulting 
from the expansion. 

Public utilities, on the other hand, 
cannot choose when or tf to expand. 
Regulatory authorities have standards 
for reasonable service and, also, fixed 
requirements with respect to additions 
to facilities which utility companies 
must make for each new applicant for 
service. Thus, public utilities are re- 
quired to expand as fast as and when 
service requirements indicate. Conse- 
quently, the public utility company 
must expand in an era of growth in 
population, family units, and housing 
facilities. And it must expand and 
make its investment in facilities when 
the consumer desires (not when the 
utility management would most prefer 
to make this investment in new facili- 
ties), entirely regardless of whether 
the exransion will improve return on 
invested capital or dilute it. 

Utility earnings, subject to regula- 
tory ceilings as they are, cannot pro- 
vide the capital to pay for the expan- 
sion of facilities required. The capital 
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investment required for these new 
facilities is much, much larger each 
year than the net income of the utility, 
Even if the utility company were to 
pay no dividends and were to devote 
all of its net income toward meeting 
the capital requirements of new facili- 
ties, it would still have to obtain addi- 
tional capital from the investment 
markets. The only way for utility com- 
panies to finance the installation of 
facilities on the scale required is 
through sale of securities in the in- 
vestment markets. 


B” in order to sell securities in the 
investment markets, a utility com- 
pany must, obviously, meet the require- 
ments of the investment markets. The 
evaluation of the investment markets 
is in terms of net income—both pres- 
ent and prospective. In a free economy, 
investors have free, multiple, and al- 
ternative choice of media for invest- 
ment purposes. In seeking to obtain 
funds, each utility company is com- 
peting with all other utility companies; 
and all utility companies are compet- 
ing with industrial and railroad com- 
panies and municipal, state, and Fed- 
eral governments, too. 

The investment markets do not 
evaluate corporate securities on the 
basis of income before taxes. Utility 
and all other corporate stocks are sold 
on the basis of net income—income 
after taxes. In order to obtain capital 
successfully, the utility company must 
have a present and prospective level 
of earnings after taxes sufficient to 
induce investors to purchase its various 
classes of securities. Moreover, sooner 
or later all utilities must finance their 
expansion needs by the sale of common 
stock in order to maintain sound capi- 
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tal structures. Most regulatory com- 
missions frown upon increases in 
senior securities which reduce the 
ratio of equity capital below certain 
minimum standards. Investors will not 
buy common stocks on the basis of in- 
creasing pretax earnings, if the con- 
comitant is decreasing after-tax net 
income. 

If increases in taxes reduce the net 
income of a utility company below in- 
vestor-required levels, the utility com- 
pany has no alternative, if it is success- 
fully to raise additional capital for 
facilities with which to maintain nec- 
essary standards of service: It must 
seek rate increases sufficient to offset 
the increase in taxation. This is an 
incontrovertible fundamental of utility 
financial planning, if the utility is seek- 
ing to maintain the equity in earnings 
and assets of its present common stock- 
holders. 


Ts consumer gets service only if 
the utility company can raise capi- 
tal. In order to raise capital equitably, 
the utility company must be able to 


maintain that relationship between its | 


net income and its invested capital 
which investors require for a particu- 
lar company, as evidenced by the exist- 
ing relationship between market prices 
for its capitalization and its earnings. 

Thus, the earnings requirements, as 


determined by the investment markets, 
plus, of course, all other costs, estab- 
lishes the necessary level of utility 
rates. On the one hand, expanding 
service demands of a growing popula- 
tion and an expanding economy, plus 
regulatory commissions’ standards of 
minimum service, force utilities to 
raise capital for expansion of facilities 
on an increasing rather than diminish- 
ing scale. On the other hand, regula- 
tory commissions press utilities to 
raise equity capital. The combined im- 
pact of both pressures translates the 
legal right of the utilities to earn a fair 
and reasonable return into a continu- 
ous requirement to earn a net income 
—after taxes—sufficient to enable 
them to sell common stock at the re- 
lationship between earnings and prices 
which the investment markets estab- 
lish. 

Thus, the very monopoly conditions 
which deprive utilities of competitive 
business freedom—both as to unlim- 
ited profits and choice not to expand— 
require utilities to recoup the tax cost 
which competitive business is able to 
carry. The very characteristics of 
monopoly enterprise—limited profits, 
regulated pricing of products, and a 
requirement to expand regardless of 
the economics of expansion—establish 
utility earnings as fundamentally dif- 
ferent from the earnings of competi- 


ze 


“THE utility company is not an endless well into which local 
and Federal governments can dip for ever-increasing 
amounts of taxes, suppliers can tap for increased prices for 
their products, and employees can drain for higher wages 
and salaries—without the necessity for replenishment of the 
well. This replenishment comes in the form of higher rates 
for products sold, in order that revenues may be increased 
to offset the increased expenses.” 
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tive, nonregulated enterprises. Tech- 
nically speaking, utilities do not earn 
profits. They are, however, required to 
earn that level of net income dictated 
by the investment markets, if they are 
to continue to succeed in raising capi- 
tal. By definition, profits are not sub- 
ject to ceilings. But the earnings of 
properly regulated utilities ave subject 
to ceilings—they are allowed to earn 
no more than the net income needed 
to pay for the cost of “hiring” capital. 


ye therefore, merely earn 
enough—but are obliged to earn 
enough—successfully to raise the nec- 
essary capital to meet the demands of 
the public for more and better service. 
Because they earn no profits above the 
cost of hiring capital, their earnings, 
in a very real sense, can only be evalu- 
ated in after-tax terms. 

Because of these fundamentals, in- 
creases in taxes necessarily translate 
into higher rates for consumers—like 
each and every other increase in a 
utility’s operating costs. Equitable and 
enlightened commission regulation 
requires rate increases for utility com- 
panies compensatory for tax increases, 
in order that the capital-raising ability 
of utilities may be preserved, by main- 
tenance of the level of net income re- 
quired by the investment markets. As 
a result—whether the consumer knows 
it or not—tax inflation ultimately be- 
comes a charge on the consumer him- 
self, not on the utilities serving him. 
For tax inflation is but another element 
of cost inflation; and all increases in 
costs force increases in utility rates, if 
but to permit the utility merely to 
maintain its position on the inflation 
treadmill. Without the maintenance 
of utility net income—after taxes— 
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adequate service to consumers cannot 
be maintained, because the utility can- 
not obtain the capital in the investment 
markets with which to maintain it. 


| arya than twelve months ago, the sum 
of Federal corporate taxation was 
38 per cent. It is now 47 per cent, ex- 
clusive of excess profits taxes ; and the 
President has requested a further in- 
crease to 55 per cent, exclusive of ex- 
cess profits taxes. An increase in Fed- 
eral corporate taxation from 38 per 
cent to 55 per cent—all other costs 
remaining equal—reduces a 6 per cent 
rate of return on invested capital to a 
4.86 per cent return, assuming 3% per 
cent debt equal to 50 per cent of capital 
structure and capital being roughly 
equivalent to rate base. This reduction 
in earnings is in entirety subtracted 
from earnings available for common 
stock—because interest on debt and 
dividends on preferred stock remain 
unchanged and come first! 

If the investment markets indicate 
that capital will be provided to a utility 
company only if it earns a 6 per cent 
return, the utility company obviously 
cannot expect to raise capital, without 
diluting stockholders’ equity, if it only 
earns a 4.86 per cent return. And dilu- 
tion of present stockholders’ equity 
will ultimately completely destroy the 
capital-raising ability of any company 
—utility or other. 

The most recent data show that 
the average electric utility company 
brought down to operating income. 
after all taxes, 28 per cent of its op- 
erating revenues, after providing for 
a 38 per cent Federal corporate income 
tax. This 28-cent realization, after in- 
come taxes, on every dollar of revenue 
is, in turn, the equivalent of a 6 per 
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Anti-inflationary Taxes 


at the purpose of increased Federal corporate income taxation is 
truly anti-inflationary, accomplishment of this purpose necessitates 
exemption of the utility industry from such increased taxation and a 
return to a 38 per cent Federal income tax rate on utilities. Increased 
taxation on utilities is nothing but a concealed sales tax levied on the 
consumer—without disclosure or his realization—because to maintain 
their capital-raising abilities, utility companies must maintain their net 
income. This necessitates rate increases to offset the tax increases.” 





cent return. An increase in the Fed- 
eral corporate income tax rate to 55 
per cent would reduce the operating 
income of the average utility company, 
after income taxes, to 22.7 cents on 
every dollar of operating revenue. This 
22.7 cents would be equal to a 4.86 per 
cent rate of return for the utility which 
had earned 6 per cent at a time when 
the Federal corporate income tax rate 
was 38 per cent. 


B” in order to maintain its capital- 
raising ability, the utility must 
restore its operating income, after 
taxes, to the 6 per cent level—or for 
the average electric utility, 28 cents of 
operating income, after taxes, for 
every dollar of operating revenue. For 
the average electric utility company 
this will require a 10 per cent increase 
in revenues, assuming the same volume 
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of business and that all other costs and 
rate base remain unchanged. 

But this 10 per cent increase in rev- 
enues is exclusive of the impact of state 
income taxes, franchise taxes, sales 
taxes, and other equivalents on the re- 
quired higher pretax income. The sum 
of the impact of these other levies 
indicates that the required increase in 
revenues will mount to 12 per cent, 
in order merely to offset increased Fed- 
eral income taxes and, thus, to main- 
tain ability to raise capital equitably. 
In this connection, under the proposed 
new Federal corporate income tax 
rate, it must be realized that the Fed- 
eral government would obtain 55 cents 
of every dollar increase in revenues 
resulting from higher rates. 

It, therefore, becomes obvious that 
instead of being anti-inflationary (in 
terms of its impact on the living cost 
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of the average consumer), an increase 
in the corporate income tax rate to 55 
per cent will have the directly opposite 
effect, so far as the cost of utility serv- 
ices to the consumer is concerned. This 
increase in taxation, plus past increases 
over the 38 per cent rate, forces a 12 
per cent increase in revenue require- 
ments for the average electric utility 
company, assuming that all other fac- 
tors and costs remain constant; and 
there would be comparable increases 
in revenue requirements for gas, tele- 
phone, and water utilities, too. 


I’ the purpose of increased Federal 
corporate income taxation is truly 
anti-inflationary, accomplishment of 
this purpose necessitates exemption of 
the utility industry from such in- 
creased taxation and a return to a 38 
per cent Federal income tax rate on 
utilities. Increased taxation on utilities 
is nothing but a concealed sales tax 
levied on the consumer—without dis- 
closure or his realization—because to 
maintain their capital-raising abilities, 
utility companies must maintain their 
net income. This necessitates rate in- 
creases to offset the tax increases. 

Significantly, in obtaining sufficient 
additional revenue to offset the in- 
creased taxes, the utility company in- 
curs other expenses, which, in turn, 
must also be passed on to consumers, 
via rates. These expenses are the total 
cost (to the utility company and to the 
regulatory commission) of obtaining 
the rate increase. Thus, increases in 
taxes on utility companies become 
more expensive for the consumer than 
if the tax were directly paid by him, 
in the first instance. 

If consumers and our tax author- 
ities recognize these facts, it would 
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seem inevitable that tax legislation 
would become more realistic, more 
equitable, and less costly to the tax- 
payers, in their additional role as utility 
consumers. In any event, with knowl- 
edge of the facts, tax increases on 
utilities would be recognized for what 
they are: a hidden tax on utility cus- 
tomers. 

The utility company is not an end- 
less well into which local and Federal 
governments can dip for ever-increas- 
ing amounts of taxes, suppliers can 
tap for increased prices for their prod- 
ucts, and employees can drain for 
higher wages and salaries—without 
the necessity for replenishment of the 
well. This replenishment comes in the 
form of higher rates for products sold, 
in order that revenues may be in- 
creased to offset the increased 
expenses. 


| ge tenaadnwarys of equipment 
fundamental to utility expansion 
programs want to be paid for it in cash 
—not good intentions. Thus, no mat- 
ter what the personal desires of the 
individual company officials, cost in- 
creases must result in rate increases, 
if capital to pay equipment suppliers 
is to be raised in the investment mar- 
kets. There is a simple analogy. Serv- 
ice to the consumers is the cart ; capital 
is the horse which pulls the cart; and 
return on investment is feed for the 
horse. If the horse doesn’t eat, he won't 
—and ultimately, can’t—pull the cart. 
Every increase in utility operating ex- 
pense without a concomitant increase 
in revenues reduces the feed for the 
horse. 

Consumer knowledge of these facts 
of economic life of the “cost of living” 
of the utility company will perhaps aid 
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the utility company in holding down 
its taxes on behalf of its consumers. 
In any event, such knowledge will in- 
dicate to consumers why the utility 
company must—no matter the personal 
desires of its officials—seek rate in- 
creases when local and Federal taxes 
go up substantially. 


HE reality of these circumstances 

is borne out by a recent experience 
of Citizens Utilities Company. The rec- 
ord in a reheard rate case of Citizens 
for its northern Vermont electric prop- 
erty was closed on December 5, 1950. 
Exhibits presented in this rate case 
projected 1951 earnings on the basis 
of the 42 per cent tax rate then in 
effect. At the time the hearings were 
concluded on December 5th, the Fed- 


eral income tax rate for 1951 had not 
been determined. By legislation subse- 
quent to that date, a rate of 47 per cent 
as a minimum became law for 1951. 
Citizens petitioned the Vermont Pub- 
lic Service Commission to reopen the 
record for the single purpose of in- 
corporating new exhibits showing the 
company’s 1951 revenue requirements 
under a 47 per cent Federal corporate 
income tax rate. The attorney general 
for the state of Vermont opposed the 
reopening of the record for this pur- 
pose; but the Vermont Public Service 
Commission ruled in favor of the com- 
pany, recognizing the lack of reality 
inherent in fixing rates on a 42 per cent 
corporate income tax rate, when the 
rate in effect for 1951 will be a mini- 
mum of 47 per cent. 





Life Company Investment in Utility Bonds 
Tops $10 Billion 


uRING 1950, 


the life insurance business provided $11.7 billion 


towards meeting the year’s capital needs of the nation through 


securities, mortgages, and real estate, the Institute of Life Insurance re- 
ports. Of this, over $4 billion was new money, representing the year’s in- 
crease in the assets of all U. S. life companies, and about $7.5 billion was 
from maturity and refinancing of investments previously made. Financing 
for U. S. business and industry represented by corporate securities pur- 
chased in the year, totaled $3,960,000,000. Among the new investments 
and holdings reported in 1950 were the following: 

Acquired Holdings 
Dec. 12 Mos. 12 Mos. Dec. 31 Dec. 31 
1949 1950 1949 1950 1949 

(000,000 omitted) 
$172 $2,021 $ 672 $13,359 
25 218 224 1,128 
308 133 
1,550 1,320 
1,687 2,148 
250 


Dec. 
1950 


U. S. Government Securities $41 

State, County, Mun. — 13 
Railroad Bonds (U. S.) 8 16 
Public Utility Bonds (U. S. 134 162 
Industrial -_ Misc, Bonds ( SS) 261 219 
Stocks (U. S.) 30 2 415 


$15, 192 
1,022 


2,959 
9,438 
8,479 
1,651 


—Excerrt from “Life Insurance News.” 
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Florida’s Water Supply Problem 


Historically, water supply is the oldest of all public 

utility services. Yet it continues to create ever new 

and increasing problems for government, industry, 

and the general public interest. Other public utilities 

are naturally concerned with the availability of pure 
and plentiful water supply. 


By C. E. WRIGHT* 


Ow can a state with 30,000 lakes, 
H scores of rivers, a hundred or 
more springs, some of them 
among the largest in the world, and a 
subterranean supply from rock for- 
mations, have a water problem? 

But Florida has that problem—per- 
haps not the most serious in the United 
States, but one that will cost hundreds 
of millions of dollars to solve, some of 
which is to be spent on the $208,000,- 
000 central and southern Florida flood- 
control and water conservation proj- 
ect in the area in and around Lake 
Okeechobee, on which work is just 
getting started. 

The problem, simply stated, is that 
there is too much water in Florida at 
some periods and not enough at others. 

For many years the problem has 
been growing in seriousness with the 
rapid expansion in population (46 per 


*For personal note, see “Pages with the 
Editors.” 


cent in the 1940-50 decade) and par- 
ticularly its concentration along the 
east coast, which has more than 41 
per cent of the state’s nearly 3,000,000 
permanent residents, not to mention 
the estimated four or five million visi- 
tors a year, most of whom flock to the 
east coast. 

Statewide official recognition of the 
Florida water situation was formalized 
in 1947, when the State Board of Con- 
servation organized a subsidiary unit, 
the Division of Water Survey and Re- 
search, which, under the direction of 
Colonel A. G. Matthews, formerly of 
the U. S. Army Corps of Engineers, 
has since been minutely studying all 
factors involved in a statewide plan 
for the conservation of water and the 
control of floods. Theoretically, says 
Colonel Matthews, the state’s water 
resources could support a population 
of six or seven million, but he adds 
that a concentrated population of 10,- 
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000,000 probably would have a bad 


time. 


‘a4 HE basic problem in Florida,” 

says Colonel Matthews, “re- 
sults from the vagaries of the weather 
and the often harmful interference of 
man with the fresh water resources of 
the state. Except for the northern tier 
of counties, the fresh water supply of 
Florida is derived almost entirely from 
local rainfall. This island condition is 
complicated by the fact that the rain- 
fall is most unevenly distributed over 
the months and years. Unlike other 
states, Florida’s seasons are not the 
conventional winter-spring-summer- 


fall, four, but rather two—wet and 
dry. The dry season starts about No- 
vember and continues to May. As a 
result, the flat, ill-drained lands suffer 
from alternating drought and flood. 


Moreover, in many localities the un- 
derground supply has become unsatis- 
factory.” 

Although there are various local 
problems all over the state, the one 
which has affected the greatest num- 
ber of people and the largest land area 
is that of the Lake Okeechobee region. 
The immensity of this project may best 
be illustrated by recalling what hap- 
pened there in disastrous hurricanes of 
past years. Two of these storms, one 
in 1926 and the other in 1928, took a 
total of 2,500 lives. Following two 
hurricanes in 1947 several feet of 
water stood in a vast sheet over an 
area of 2,500 square miles, larger than 
the state of Delaware. There was a 
loss of $90,000,000 from ruined crops, 
dead cattle, and other damages. 

Conversely, in 1945 during a time 
of drought the muck land oxidized and 
caught fire over thousands of acres. 
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Canals dried up, towns and cities on 
the east coast had to subsist on short 
water rations, salt water invaded the 
area, and many wells had to be moved 
farther inland. 


HIs is the area that the U. S. Army 

Corps of Engineers hopes to tame 
in a 10-year construction job that will 
cost the Federal government $171,- 
000,000 and the state of Florida $37,- 
000,000. If completely successful, it 
will make available 527,000 acres of 
additional muck lands, prevent floods, 
and by impounding surplus water dur- 
ing rainy seasons assure a more de- 
pendable and plentiful supply of water 
to most of southern Florida, including 
such east coast cities as Miami and 
the Palm beaches. The entire area that 
will be benefited by this work is about 
15,000 square miles or twice the size 
of the state of New Jersey. The cost 
of the initial work to be done during 
the period up to June 30, 1951, has 
been covered by a Federal grant of 
$7,800,000 and a state appropriation 
of $3,250,000. 

For a better understanding of the 
nature of this project, the reader 
should know something of the geologi- 
cal formation of the Florida peninsula, 
which the U. S. Geological Survey 
describes as follows: 

The state of Florida occupies only 

a part of a much larger geographic 

unit, the Floridian plateau. The deep 

water of the Gulf of Mexico is sepa- 
rated from the deep water of the At- 
lantic ocean by a partially submerged 
platform 500 miles long and 250 to 

400 miles wide. This platform, the 

Floridian plateau, is attached to the 

continent of North America and forms 

part of it. It consists of a core of meta- 
morphic rocks, presumably the con- 
tinuation of the rocks of the Piedmont 
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Expanding Supply to Meet Demand 


“Ts water problem in Florida is accentuated by the heavy tourist 

season which coincides with the dry season. The large influx of 

tourists, added to an unprecedented increase in permanent residents, 

has resulted in loads on the water supply systems far beyond usual pre- 

dictions. There is no shortage yet, but major expansions of waterworks 
are under way.” 





region of Georgia, buried under more 
than 4,000 feet of sedimentary rocks, 
chiefly limestone, which represent the 
seaward extension of the rocks making 
up the coastal plain of Georgia and 
Alabama. . . . The plateau is broad 
and nearly level. The highest part pro- 
jects a little more than 325 feet above 
sea level and forms the state of Florida. 
An equally great or greater area is sub- 
merged beneath the Gulf of Mexico 
and a smaller area beneath the Atlantic 
ocean north of Palm Beach. 


3S fares the sandy soil which covers 
much of Florida, this rock for- 
mation furnishes the water used by 
more than 90 per cent of the towns 
and cities of Florida. Heavy rainfall, 
usually from May through November, 
falling on the exposed surfaces of the 
rock formations percolates through 
them, and it is believed probable that 
most of Florida’s underground water 
originates in this way. Rains falling 


on Georgia and Alabama supply the 
wells in the northern part of the state. 

It is believed also that the more than 
100 springs of Florida, of which 17 
are described by the U. S. Geological 
Survey as of “first magnitude” and 
49 of “second magnitude,” are fed 
primarily from rains falling on Flori- 
da. 

This is indicated by the wide varia- 
tion in the flow after heavy rainfall. 
For example, Silver Springs, the 
largest, has a normal flow of about 
500,000,000 gallons a day, which may 
increase to as much as 800,000,000 
gallons in a rainy season. Either Silver 
Springs or Rainbow Springs, which is 
almost as large, have enough water 
flow to supply a city of 3,000,000 
population, but Florida springs have 
not been used for water supply by 
Florida cities and towns largely for 
the reason that pumping from wells 
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or near-by rivers and lakes is more 
economical. 


O’ the 357 public water systems in 
the state, 325 derive their water 
entirely from wells and the remainder 
from surface water. The principal sur- 
face water supplies, as reported by the 
State Board of Health, are at the fol- 
lowing places: Arcadia, Belle Glade, 
Bradenton, Canal Point, Clewiston, 
Cocoa, Fort Pierce, Moore Haven, 
Okeechobee City, Orlando (surface 
and wells), Pahokee, Palatka, Pinellas 
county water system (serving a num- 
ber of beach communities), Punta 
Gorda, Quincy, Tampa, West Palm 
Beach, and Palm Beach. 

Tampa, third largest city, draws its 
supply from the spring-fed Hills- 
borough river, which is dammed to 
form a reservoir, but has to employ 
extensive treatment as the water is 
“colored” by organic matter at certain 
seasons. Bradenton derives its water 
from the Braden river, Punta Gorda 
from a canal which feeds into the 
Peace river, Orlando from some of the 
lakes of Orange county and also from 
wells, and the Palm beaches from 
Lake Mangonia. Key West, which 
like Bermuda and other island places 
formerly existed on collected rain 
water, now pumps water from the 
mainland at Florida City, 132 miles 
away, and also supplies the intermedi- 
ate keys with a total of 3,000,000 gal- 
lons a day. This project was recently 
completed under the auspices of the 
U. S. Navy. 

In some cases, wells are within a 
half-mile of salt water and consider- 
able difficulty has been experienced 
from sea water intrusion through the 
porous oolite shelves that extend down 
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into the ocean. This has happened 
quite frequently in dry weather when 
the draw-down from the wells has been 
so heavy that there is an insufficient 
head to protect the fresh water from 
salt water contamination. 


HE water problem in Florida is 

accentuated by the heavy tourist 
season which coincides with the dry 
season. The large influx of tourists, 
added to an unprecedented increase in 
permanent residents, has resulted in 
loads on the water supply systems far 
beyond usual predictions. There is no 
shortage yet, but major expansions of 
waterworks are under way. For in- 
stance, Jacksonville is working on a 
$5,000,000 program, Orlando has 
doubled its water treatment facilities 
within the past year, and Miami has 
been continually expanding to keep up 
with an influx of permanent and 
transient residents beyond projected 
plans. 

In fact, the water supply sys- 
tems all over the state have undergone 
considerable expansion since the end 
of World War II. During the 4-year 
period ended December, 1949, there 
were built or under construction 149 
public water supply projects having an 
estimated cost of $18,977,000, for 
which plans were approved and re- 
ported by the State Board of Health. 
Further development, not yet official- 
ly reported, was made during 1950. 

But these purely local problems are 
as nothing compared with the vital 
situation which has long existed in the 
central and southern areas, and which 
caused the state to direct its primary 
attention to a solution of that problem, 
bearing as it does not only on the ques- 
tion of water supply but of the eco- 
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nomic future of a large section of 
peninsular Florida. 


ite basic principles of this central 
and southern Florida project are 
to provide for the rapid removal of 
flood waters, the storage of sufficient 
quantities of the surplus water to pro- 
vide for dry periods, the prevention of 
overdrainage, the prevention of infil- 
tration of salt water, and the protec- 
tion of the developed areas from 
floods. 

Removal of flood waters will be ac- 
complished by a system of canals, en- 
larging present ones and adding new 
ones. In areas where gravity flow will 
not be fast enough, pumps will be used. 
Control by gates and spillways will be 
provided to prevent overdrainage. 
Control spillways will also serve as salt 
water barriers by maintaining a head 
of fresh water in the soil and in the 
canals. In the rich agricultural area in 
Dade county south of Miami, levees 
are to be built to prevent wind-driven 
seas from inundating the land. 

The storage of large quantities of 
water in this area becomes necessary, 
because of the fact that there are long 
periods of drought. Three large con- 
servation pools, totaling 1,500 square 
miles in extent, are to be created by 
means of encircling dikes. At their 
maximum these pools will store four 
and a half million acre-feet of water. 
By various provided means, these 
stored waters will be used by farms and 
municipalities and will supply the needs 
of the aquatic wild life in the Ever- 
glades National Park. These pools are 
designed to take flood waters from the 
Everglades region south and east of 
Lake Okeechobee as well as flood 
waters from the part of the east coast 
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which lies just west of the coastal 
ridge. Control spillways will link these 
three pools together with a final out- 
flow spillway under the Tamiami 
Trail into and through the Everglades 
National Park. 


é¢ HE problems of flood con- 
trol, runoff, and water use in 
central and southern Florida are com- 
plex,” says a report on this project by 
the Division of Water Survey and Re- 
search. “The comprehensive Federal 
plan is not a cure-all for all of the 
difficulties inherent in the development 
of this region. No feasible plan of im- 
provement within the realm of eco- 
nomic justification could completely 
banish flooding of this area or insure 
that all needed water supplies will be 
available during the driest period. 
However, when completed the present 
plan will provide a high degree of flood 
protection and conservation of water 
resources of this region. . . . Mainte- 
nance of storage of water in the con- 
servation areas will provide a supply 
of water for use in the east coast agri- 
cultural lands when needed, raise the 
ground water table, improve the water 
supply, ameliorate salt water intru- 
sion in the east coast water supply 
well fields and streams, and benefit 
fish and wild life in the Everglades.” 
Another project of major impor- 
tance to Florida is the $43,000,000 Jim 
Woodruff dam, now under construc- 
tion in the northwestern area of the 
state on the Florida-Georgia border. 
Although not primarily a water con- 
servation project except for navigation 
purposes, it will when completed in 
1954 have a marked bearing on the 
electric power situation in Florida, 
which has been deficient at most times 
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in spite of the strenuous efforts of the 
private, municipal, and REA codpera- 
tive power companies to keep abreast 
of the rapid population and industrial 
growth of the state. The Jim Wood- 
ruff dam is now far enough along so 
that in the event of an emergency such 
as war a power plant could probably 
be completed and put into operation by 
1953. Plans for the power plant call 
for a building 151.5 by 267 feet, hous- 
ing three 10,000-kilowatt generating 
units. 


Bec Woodruff project is being 
built under the supervision of the 
U. S. Army Corps of Engineers, with 
parts of the project in the states of 
Florida, Georgia, and Alabama. It is 
located on the Apalachicola river 1,000 
feet below the confluence of the Chat- 
tahoochee and Flint rivers, which 
unite to form the Apalachicola. The 
dam will be 6,130 feet long, with a 
maximum head of 33 feet, and will 
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create a lake covering 37,500 acres. 
The project will serve a drainage area 
of 17,500 square miles. Its primary 
purposes are to provide hydroelectric 
power and to create a navigable stream 
with a 9-by-100 feet navigation chan- 
nel extending from a point which will 
serve parts of Georgia and Alabama 
in water shipments of pulpwood, oil, 
gasoline, and other projects. It will 
afford an inland waterway connection 
for shipments between those states and 
Texas. 

This project along with others in 
the Southeast, including the Santee- 
Cooper project in South Carolina, the 
Clark Hill project on the Savannah 
river in Georgia and South Carolina, 
and the Altoona project on the Etowah 
river in Georgia, will open up new 
industrial possibilities in the states of 
South Carolina, Georgia, Alabama, 
and Florida, particularly for those in- 
dustries which require electric power 
and lots of water. 





Businessmen’s Duty to Speak Up 


SI see it, the businessmen of America are fully answer- 

able to the American people for their timid and totally 
inadequate defense of the economic freedom that has been 
taken from us in our time. The inroads which have been made 
upon economic freedom are in no small measure due to the fact 
that businessmen have taken this constant interference without 
making it their business to arouse their own communities to an 
understanding of what this means to all Americans—and to 
their freedom. 

“This is not the time for ducking issues and giving ground 
in a world now bullied and knocked flat by dictatorships and 
almost equally monopolistic forms of Socialism—which regi- 
ment nations in the name of welfare and which strip labor of 
its rights and fair rewards under the false face of labor’s own 
government. Against the gigantic political monopolies of great 
personal power, the individual may seem tiny and ineffective 
— if he is willing to see himself that way.” 

—Ear_ BUNTING, 
Managing director, National 
Association of Manufacturers. 
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Washington and the 
Utilities 


“Wheeling” Power in California 


N long last the Interior Department 
apparently has arrived at a 10-year 
agreement with the Pacific Gas and Elec- 
tric Company over the controversial 
question of “wheeling” power from the 
Central Valley project. Secretary of In- 
terior Chapman made the announcement 
on April 3rd of a wheeling service con- 
tract with PG&E for the transmission of 
Reclamation Bureau power over the com- 
pany’s lines. 

Power generated at the Central Valley 
project plants will be delivered to the 
company’s system at Tracy, California. 
From there it will be transmitted by the 
company (when carrying capacity is 
available in excess of its own require- 
ments) to “preference” customers of the 
government in the Sacramento and San 
Joaquin valleys and in Solano, Contra 
Costa, Alameda, and Santa Clara coun- 
ties. 

Under the terms of the contract, the 
government will pay PG&E for the 
wheeling service at the rate of one mill 
per kilowatt hour for delivery at 44,000 
volts or higher, at one mill per kilowatt 
hour plus 10 cents per kilowatt of month- 
ly maximum demand for deliveries at less 
than 44,000 volts but not less than 22,000 
volts, and at one mill per kilowatt hour 
plus 22 cents per kilowatt of monthly 
maximum demand for all other deliveries. 

The wheeling service agreement covers 
Federal establishments and those con- 
sumers which were being served by the 
company on the effective date of the con- 
tract, and who are eligible as preference 
customers under Reclamation law. They 
must have had monthly demands for 500 
kilowatts or more for three consecutive 


months in the twelve months immediately | 
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preceding the date on which the company 
was requested to commence service, and 
must be located and use such power and 
energy outside the corporate boundaries 
of municipalities wherein the company 
serves at retail. 


THER customers covered by the 

wheeling agreement include con- 
tractors for construction of Bureau of 
Reclamation projects or any development 
which has been authorized to be added 
to the Central Valley project. The power 
requirements of the United States itself 
in the construction, operation, or main- 
tenance of any Bureau of Reclamation 
project also would be met by the wheeling 
service. In both instances, however, the 
power delivery shall be rendered only for 
use outside the corporate boundaries of 
municipalities to loads where the monthly 
maximum demand is 100 kilowatts or 
more. 

The contract provides that the United 
States will inform the company annually 
of its requirements during the next 4-year 
period and, subject to advice by the com- 
pany within ninety days that it can make 
the necessary deliveries, the estimated 
requirements will become a firm obliga- 
tion for movement over the company’s 
transmission lines during the ensuing 4- 
year period. 

For additional loads of the United 
States or customers of the United States, 
the contract provides that when such 
loads or customers become prospective, 
the parties will then consider the prob- 
lem of serving such loads, and the com- 
pany will advise the United States within 
ninety days after request whether it will 
serve such additional loads or customers 
under the contract. 

The wheeling service agreement does 
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not terminate or in any way affect any 
contract between the company and a cus- 
tomer. 

The contract became effective on the 
date of its execution subject to the issu- 
ance of an order by the public utilities 
commission of the state of California, 
authorizing the PG&E Company to carry 
out the terms of the contract and will re- 
main in effect for a period of ten years. 
If the order is not issued by the public 
utilities commission within six months 
after execution of the contract, the United 
States may terminate the agreement by 
written notice to the company. 


> 


FPC Looks at State Minimum 
Rates 


1TH the whole natural gas industry 

looking on, it begins to appear that 
the Federal Power Commission may have 
a bear by the tail in its current rate case 
involving Northern Natural Gas Com- 
pany. Northern Natural Gas pipes its 
supply from the Hugoton field in Kansas 
through Nebraska, northward to Minne- 
sota. It has asked for a rate increase of 
$9,200,000, and about a dozen distribut- 
ing utilities, including the big municipal 
gas system at Omaha, have intervened in 
opposition. 

Hearings were held before an FPC 
examiner in Washington, D. C., early in 
April. What caused all the flutter, how- 
ever, was the sudden interjection of the 
issue of state minimum gas rate fixing. 
It appears that Northern Natural buys 
some of its supply and produces a good 
portion of it from its own holdings in 
Kansas. The Kansas commission already 
has fixed a minimum rate of 8 cents per 
thousand cubic feet to be “attributable” 
as the cost of all gas produced in the 
Kansas sector of the Hugoton field. But 
the distributing utilities, as well as FPC 
counsel, claim that Northern Natural Gas 
actually produces its supply for less than 
8 cents per thousand cubic feet. 

_ So the question arises: Can the FPC 
ignore the state minimum price? There 
is reason to believe that the FPC did not 
willingly charge into this difficult ques- 
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tion, in view of the recent decisions of the 
Supreme Court upholding the authority 
of Oklahoma and Kansas to fix minimum 
field prices as a conservation measure. 
On the other hand, FPC counsel has 
pointed out that actual cost has always 
been a guiding principle of regulation in 
FPC rate cases. The FPC examiner was 
inclined to agree with him. 

Northern Natural Gas took exception 
to the examiner’s ruling disallowing the 
state minimum price. So, now the fat is 
in the fire. Several weeks hence, the FPC 
probably will write an opinion. And the 
FPC will either have to approve it (by 
default or otherwise) or reverse the ex- 
aminer’s refusal to recognize state mini- 
mum price fixing. 


I’ the examiner had not been pressed 
into a ruling on this point, astute 
FPC legal minds might have found some 
other reasons for disallowing the prof- 
ferred evidence of “cost.” But the way 
the case shapes up now, an FPC ruling 
squarely on whether to accept or reject 
state minimum rates seems inescapable. 
If the FPC decides to go along with its 
examiner, it will have to distinguish be- 
tween recognition of state minimum 
prices for gas actually sold and the theo- 
retical application of that minimum price 
to gas actually produced at a different 
cost by a pipeline company exporting it 
for sale in interstate commerce. So the 
question arises whether the Supreme 
Court’s ruling that a producing state has 
a right to fix minimum prices in the field 
may be qualified by the FPC without 
specific congressional legislation. 

Needless to say, the gas-producing 
state Congressmen, with the Kerr Bill 
veto fresh in mind, are watching this one 
carefully. And the Oklahoma, Texas, and 
Kansas papers do not have to be told 
“please copy” on Washington dispatches 
about the Northern Natural Gas proceed- 
ings. 

* 


The Phillips Petroleum Case 


on states, together with a number 
of cities, have intervened in the Fed- 
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eral Power Commission’s investigation 
of the Phillips Petroleum Company, 
which started in Bartlesville, Oklahoma, 
on April 3rd. 

The FPC is seeking to (a) test its 
jurisdiction over independent producers 
and gatherers of natural gas, (b) deter- 
mine price structures, and (c) contest 
the manner in which the Phillips Com- 
pany is operating in natural gas and oil 
divisions. 

Representatives of both the gas indus- 
try and government say the hearing is 
one of the most important ever held be- 
cause of the varied questions involved. 
Its decision is due to set a precedent. 

States have intervened because of their 
authority to regulate the production and 
gathering of natural gas; two states— 
Oklahoma and Kansas—have fixed prices 
of gas at the wellhead as a conservation 
measure and higher courts have sus- 
tained the authority and the orders. 

The FPC in Washington has infor- 
mally instructed the examiner in Bartles- 
ville to confine the hearing to the juris- 
dictional point, until such time as it can 
pass on the company’s motion to rule 
out the question of rates. This action 
has been a source of great concern to the 
FPC staff counsel, Lambert McAllister. 

Phillips’ operations, spread over the 
southwestern states, extend into all 
branches of the natural gas industry, ex- 
cept direct sales for public consumption. 


5 
REA Co-ops Consider Wages 


OPERATIVE borrowers from REA 

have started on a program of giving 
REA Administrator Wickard at least 
qualified codperation in his effort to settle 
the argument over prevailing wages on 
construction and maintenance of rural 
electrification facilities. Late last year, 
Administrator Wickard, at the insistence 
of the AFL International Brotherhood of 
Electrical Workers, invoked the pro- 
visions of the Davis-Bacon Act calling 
for the payment of prevailing wages on 
all government construction. But the re- 
action of many local co-ops at that time 


was not enthusiastic. In fact, in some 
areas it assumed the proportion of a mild 
revolt, because of the higher wage stand- 
ards demanded by the Department of 
Labor. 

The co-ops were fearful that the Labor 
Department might insist on high union 
wage scales paid in near-by industrial 
centers. REA co-ops are now making an 
effort to obtain Labor Department ap- 
proval of wages paid by the co-ops in the 
rural areas. In the process, strict adher- 
ence to prevailing wage rates may be 
eased. 

Area “surveys” of prevailing wages 
paid by various co-ops furnish the basis 
for the new compliance technique. The 
National Rural Electric Codperative As- 
sociation is reported to have advised its 
statewide groups to conduct such surveys. 

The recent report of “concessions” be- 
ing made to Oklahoma co-ops seems to 
be an offshoot of this new NRECA pro- 
cedure. Certain Oklahoma co-ops were 
reported to be in disagreement with the 
figures arrived at by the Oklahoma state 
co-op group in their survey. 


aa 


REA Becomes a “Little DEPA” 


: a Rural Electrification Adminis- 
tration now has authority to allocate 


copper and aluminum directly to its bor- 
rowers for the second quarter. It had pre- 
viously been expected that the Interior 
Department’s “Defense Electric Power 


Administration,” with materials control 
authority over all the other electric utili- 
ties, public and private, would also take 
care of the co-ops. But the effectiveness 
of the NRECA lobby once more pre- 
vailed, as it did in the matter of wage 
controls. (See foregoing item.) In dele- 
gating this authority, however, Secretary 
of the Interior Chapman emphasized that 
the authority was only a temporary one. 

Chapman at the same time requested 
DEPA Administrator McManus to open 
discussions immediately with the REA 
Administrator on the question of a per- 
manent policy for the handling of material 
allotments, beginning with the allotments 
for the third quarter. 
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Exchange Calls 


And Gossip 


McFarland Bill Hearings 


HE House of Representatives Com- 

mittee on Interstate and Foreign 
Commerce opened up hearings on the 
McFarland Bill (S 658—to reorganize 
the Federal Communications Commission 
along functional lines) on April 4th. The 
radio station officials who opened up the 
testimony were unanimously in favor of 
passage of the measure. 

However, Chairman Wayne Coy of the 
Federal Communications Commission 
had something else to say about the bill. 
Critics of the commission have said that 
the commissioners were too unduly in- 
fluenced by a deeply entrenched legal 
staff who, with its expert knowledge of 
the intricate workings of the commission, 
was in a position to influence the deci- 
sions of the commissioners. The bill seeks 
to provide a functional breaking down of 
this horizontal legal bottleneck in the 
commission by providing a vertical ad- 
ministrative structure in each of the com- 
mission’s main lines of interest—common 
carriers (telephone and _ telegraph), 
broadcasting, etc. 

Coy maintained in his testimony that 
the bill would place the commissioners in 
a kind of “isolation ward” and that the 
idea behind this is based on a “calumny, 
all too often repeated” that the commis- 
sioners are unduly influenced by the 
commission staff. He claimed that these 
attacks on the commission staff are, in 
reality, “attacks upon the integrity and 
ability of the commissioners.” He added : 


If the members of the commission 
are not doing an honest job, as I think 
we are, then you should get new com- 
missioners. But you aren’t going to get 
a better commission by needlessly cut- 
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ting off the commissioners from the 
people upon whom they must rely in 
order to arrive at the informed and 
intelligent judgments which the par- 
ties involved, as well as the public, are 
entitled to expect. On the contrary, 
any such procedure is, we believe, cer- 
tain to reduce substantially the com- 
mission’s efficiency and its over-all 
effectiveness. 


HE FPC chairman also protested 

the provision in the bill which calls 
for a time limit within which the com- 
mission must dispose of a case. The Sen- 
ate committee report on the measure had 
referred to the long time involved, at 
present, in the commission’s handling of 
various cases. The new bill sets a time 
limit of three months for the disposition 
of nonhearing cases and six months for 
those cases which require hearings. 

Of this, Coy noted that the provision, 
as presently written, is subject to another 
interpretation since it asks for a “final 
decision” within three months from the 
original date of filing of any application. 
He added: 


The danger in the provision as we 
see it is that no legislative timetable 
can determine the amount of time it 
takes to decide a case ; on the contrary, 
the time required for any application 
is necessarily a product of the total 
number of applications to be processed 
and decided, the size of the commis- 
sion’s staff, and the complexity of the 
particular case. 


Coy made it clear that with a few ex- 
ceptions the commission now stands just 
where it did during the last session when 
it opposed S 1973, an almost identical 
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measure. The action of the House com- 
mittee at this time, however, is more un- 
predictable. The hearings are before the 
full committee as opposed to the last ses- 
sion when they were held before a sub- 
committee which was sympathetic to the 
FCC’s views and consequently shelved 
the bill for the remainder of the session. 
Capital observers now believe that the 
full House committee will take some ac- 
tion on the measure. This will possibly 
take the form of amendments in the re- 
ported bill which will delay the passage 
of the bill by the House and necessitate 
additional consideration by a Senate al- 
ready enmeshed in far-reaching interna- 
tional and military problems. 


* 


Telephone Control Program 


‘te communications equipment di- 
vision of the National Production 
Authority, the telephone industry’s de- 
fense control body, has a new director. 
He is Luther W. Hill of Tarboro, North 
Carolina. Mr. Hill is on leave of absence 
from the post of president of the Caro- 
lina Telephone & Telegraph Company, 
and the Home Telephone & Telegraph 
Company of Virginia, with which he has 
been associated since 1943, 

Born in Darlington county, South 
Carolina, in 1892, Mr. Hill received BS 
and CE degrees from the University of 
South Carolina in 1915 and 1916, Dur- 
ing World War I he was an Army Air 
Corps pilot. He was employed by the 
Southern Bell Telephone & Telegraph 
Company, from 1916 to 1943, holding 
supervisory engineering posts in Char- 
lotte, North Carolina, and Atlanta, 
Georgia. He is a member of the U. S. In- 
dependent Telephone Association, the 
North Carolina Independent Telephone 
Association, the North Carolina Society 
of Engineers, and the American Institute 
of Electrical Engineers. 

He takes over an enlarged and ex- 
panded communications equipment di- 
vision staff, which was formed and or- 
ganized under the direction of Brigadier 
General Calvert Arnold, USA (ret). 
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General Arnold will remain in an ad- 
visory and consultant capacity. 

The telephone industry has been classi- 
fied as an essential activity by Secretary 
of Commerce Sawyer in a recent revision 
of the essential activities list of industry, 
The new list is for the guidance of the 
Defense Department in scheduling calls 
on reservists to active-duty, and for the 
information of the Selective Service in 
determining draft deferments. 

In issuing the revised list, Secretary 
Sawyer said, “The sole purpose of the 
list of essential activities is to serve as a 
guide in obtaining man power for the 
armed services. It is not designed for use 
in connection with priorities, material 
allocations, rationing preference, or other 
similar purposes.” A revised list of criti- 
cal occupations is now under study. 


> 
Army Eyes Communication 


Talent 


tS highly specialized and accom- 
plished Sea Bees were never ones 


to hold back in recounting their moun- 
tain-moving feats from Normandy beach 
to the New Guinea shore, And they en- 
joyed universal respect. Pinned down 
for an explanation of their efficiency, one 
of their loyal numbers put it this way: 
“Tt’s really very simple. Walk up to a 
bulldozer operator on an Army project 
and ask him what he was doing before he 
got into the Army. Chances are he'll tell 
you that he worked in a drugstore. Walk 
up to a bulldozer operator on a CB proj- 
ect and he will tell you that he’s been 
pushing bulldozers for ten years.” 

Apparently the Army Signal Corps 
isn’t going to take any chances on let- 
ting good communication personnel slip 
through its fingers and end up on top 
of a bulldozer this time. Communications, 
the lifeblood of the military as well as 
commerce, is just too important. 

So the U. S. Signal Corps is now offer- 
ing advice to persons about to enter mili- 
tary service on how to ask for duty in 
the communications branch if they have 
certain communications, electronics, oF 
photographic experience. 
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The Army feels it is mutually desir- 
able for the individual to continue, so 
far as possible, his civilian specialty while 
in service. At the same time, it is pointed 
out that communications specialists are 
critically needed by the Army. Major 
General S. B. Akin, the Chief Signal Offi- 
cer, emphasized this recently after re- 
turning from a trip to Korea, 

To facilitate the assignment of techni- 
cally trained inductees where their skills 
can be fully utilized, numerous organiza- 
tions, labor unions, and business firms 
are being invited to provide their per- 
sonnel with “statements of experience” 
which can be brought to reception cen- 
ters by individuals called into service. In- 
terviewers will ask for such statements. 
The form for the statement, along with 
other pertinent details, can be obtained 
from the Signal Corps upon request. 


= proprietors, like the me- 
chanic who has his own small shop, 
should also make known their qualifica- 
tions to classifying officers. Such persons, 
as well as others with statements of ex- 
perience, are advised by the Army to 
bring with them all available credentials, 
such as radio amateur licenses and union 
cards, to demonstrate skill in the com- 
munication, photographic, or electronic 
fields. Such credentials should be pre- 
sented during reception center classifica- 
tion interviews but, unlike the statements 
of experience, these personal papers 
should be retained by the individuals and 
not surrendered to the interviewers. 

The Army believes that the individual, 
his civilian connection, and the Service 
will benefit by optimum use of specialists. 
Individuals will remain free to waive spe- 
cialist identification and assignment in 
favor of combat arms training and assign- 
ment to leadership or Officer Candidate 
School training. 

The Army cautioned that only certain 
types of skills are critically needed, and 
that not every inductee bearing a state- 
ment of experience or other credentials 
can be reasonably assured of a Signal 
Corps assignment. The Army currently 
needs high-speed radio operators, medical 
equipment repairmen, motion picture 
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photographers, cable splicers, electronics 
equipment repairmen, teletypewriter re- 
pairmen, tabulating equipment repair- 
men, manual and dial telephone central 
office maintenance men, field and fixed 
station radio repairmen, radar mechan- 
ics and repairmen, electrical instrument 
and special device repairmen, repeater- 
men, and single side band radio repair- 
men. These requirements are subject to 
change. Where civilian skills do not ex- 
actly fit military job titles, the Army 
recommends that the most nearly appli- 
cable be used on statements of experience. 


— are advised to show their 
statements, if requested, at induction 
stations, but not to surrender them there. 
The statements of experience should be 
used in interviews at reception centers, 
the Army said. At no time should per- 
sonal papers be surrendered. Photographs 
and feature material describing technical 
training at the Signal Corps schools will 
be furnished upon request. Information 
about Signal Corps research, develop- 
ment, procurement, supply, communica- 
tions operations, and military photogra- 
phy also can be made available. 
> 


Oklahoma and Rural Telephone 
Co-ops 

Fe co-op-minded state senate in 

Oklahoma has recently approved a 

plan for rural telephone codperatives. By 

a vote of 33 to 3 the legislative body re- 

cently passed and sent to the house a bill 

authorizing the establishment of rural 
codperatives in the state. 

Despite the one-sided vote, the debate 
on the measure was rather spirited, with 
strong support for an amendment which 
would bring the co-ops under the juris- 
diction of the corporation commission. 
The bill as passed provides that the co- 
ops be under the jurisdiction of the dis- 
trict courts but not subject to rate-mak- 
ing regulations. A tax-exemption provi- 
sion was removed from the bill and an 
amendment added which would make the 
co-ops taxable the same as telephone 
companies on their earnings and prop- 
erties. 
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Should Annual Reports Be 


“Glamourized’? 


N recent years most of the electric utili- 

ties have gone all-out to please their 
stockholders and improve public rela- 
tions by making their annual reports and 
other literature pleasing to the eye and 
easy to digest. It might almost be said 
that the reports have “gone glamorous” 
with the aid of eager-beaver photogra- 
phers and lay-out artists. In fact only a 
few utility “aristocrats” still stick to the 
plain and prosaic type of report. 

However, President A. F. Tegan of 
General Public Utilities Corporation— 
himself well versed in the art of public 
relations—has rebelled against the idea 
of fancy annual reports. Earlier this year 
his company sent out, along with divi- 
dend checks, a quarterly letter in the 
form of a “Report for 1950.” It con- 
tained a questionnaire asking for opinions 
about the best form for the annual report, 
and the same questionnaire went to a 
number of utility analysts. Following is 
a summary of the responses from both 
analysts and stockholders: 

Per Cent of 


Total Responses 
Analysts Stockholders 


60% 


In Favor of 
Charts and Graphs . 20% 
Pictures 17% 
Simple Factual 

Reports 87% 96% 
Mr. Tegen concludes: “It is clear as 

a bell that the modern trend toward 
highly illustrated reports does not meet 
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with wide favor and hence does not 
accomplish what their users think. Liter- 
ally thousands of stockholders indicate 
that they do not understand charts. Many 
(stockholders and especially analysts) 
complain that ‘so many’ charts are 
meaningless. Quite possibly the best 
course is in the direction of a brief 
‘stockholders’ annual report’ and a ‘sta- 
tistical supplement.’ Yet when North- 
western Mutual used that technique they 
obtained a response of only 3 per cent. 
Provident Mutual had a response of 6 
per cent! Our response in 1949 was 
about 8 per cent. I suspect that this 
suggests, as the tally above certainly does, 
that two reports may be necessary—a 
brief, easy-to-read report for stockhold- 
ers and a comprehensive, factual report 
for people with an analytical mind. At 
least one thing is quite certain, practically 
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no one likes a report with a sales twist 
to it.” 


s suggested from time to time in this 
department, utility analysts have 
not been altogether satisfied with the fac- 
tual data given in the average annual re- 
port. To some extent these criticisms 
have been met by issuance of the new 
statistical form (similar to the former 
confidential report to insurance com- 
panies). 

This form is highly technical but 
does include much essential data which 
are difficult to find in the annual report. 
Also it gives analysts a chance to gauge 
the rate of return being earned on differ- 
ent divisions of the business — electric, 
gas, transit, etc. (These data are also 
made available later in the year in 
the FPC electrical and gas statistical 
volumes. ) 

In general, the analyst is interested in 
ratios, and likes to have the basic data 
conveniently arranged in order to work 
out the ratios. But why can’t the utility 
companies themselves prepare and pub- 
lish some of these yardstick ratios which 
the analysts use in comparing and 
appraising utility equities? Some of the 
ratios are as follows: 

Growth Ratios. Ten-year tables of 
revenues, net from operations, net in- 
come, balance for common stock, and 
share earnings, could be devised so as to 
show the year-to-year gain in each item. 
Perhaps half the utility companies now 
show the percentage gain in revenues 
over the previous year; few make the 
comparison for the other items named. 
In some cases annual reports don’t even 
reveal the balance earned for common 
stock—the analyst must add up preferred 
dividends (found in profit and loss 
account) and deduct them from net in- 
come. Since no reports show last year’s 
profit and loss, it is necessary to go to 
the manual, or the previous report to 
stockholders, to get last year’s preferred 
dividends, 


a EARNINGS. Comparatively few 
companies state this figure at the foot 
of the income statement—it is usually 
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necessary to search through the text. If 
shown in the income statement, it should 
be accompanied by the number of com- 
mon shares outstanding at the end of 
each year. Some companies prefer to 
show earnings based on average shares 
outstanding, but some analysts object to 
using these figures. The solution is to 
show both sets of shares—outstanding 
and average—and the corresponding 
share earnings. 

Dividend Rate and Per Cent Pay-out. 
This is seldom shown at the foot of the 
income statement—again it is necessary 
to hunt for the figure. 

Yield, P-E Ratio, and E-P Ratio. 
These ratios change from day to day 
with price changes — nevertheless they 
could be shown for the previous year on 
the basis of the year’s high and low prices. 

Coverage of Interest and Preferred 
Dividends. These coverage figures are 
always needed in connection with the sale 
of senior securities — why not publish 
them? 


APITAL Ratios. Very few reports 
give the percentages of funded debt, 
preferred stock, and common. stock. 
Some analysts prefer to exclude Account 
100.5 and other intangibles from the com- 
mon stock equity, which would make a 
double set of figures necessary. 

Book Value Per Share. Here again 
the question of intangibles arises—it may 
be better to show the figures both ways. 

Federal Income Taxes and EPT Base. 
Some 1950 reports show in the income 
account merely “Federal Taxes” and 
others merely “Federal Income Taxes” 
—without indicating whether EPT were 
paid or not. In one case Federal and 
state taxes on income were thrown to- 
gether. Taxes are such an important 
item these days that the full detail should 
be shown—particularly the amount of 
EPT. If feasible, the EPT base—the 
share-earnings rate above which the 
company would have to begin paying 
EPT—should also be shown. Another 
tax item, which apparently no annual re- 
port for 1950 has given, is the amount 
of share earnings adjusted to a 47 per 
cent Federal income tax rate. 
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ATIOS TO REVENUES. It would be 
most helpful if the report could 
show—few of them do it now—the ratios 
of maintenance, depreciation, depletion, 
and amortization to gross revenues. The 
analyst is particularly interested in the 
combined ratio of maintenance and de- 
preciation. A few reports do not show 
maintenance separately. Revenues should 
be adjusted by deducting the cost of pur- 


e 


chased power and gas—yet few reports 
list these items in their income state- 
ments. Another ratio which is of great 
interest is the proportion of revenues 
carried down to the balance available for 
common stock. Few if any reports show 
this. 

Residential Revenues Per Kilowatt 
Hour, Usage Per Annum, etc. Only a 
few annual reports show these figures— 


LIST OF BROKERS’ UTILITY STORIES* 


Firm 


Company Analyses 


Argus Research 
Boston Edison First Boston 
Cleveland Elec. Tilum. .......scccccess Paine, Webber 
Commonwealth Edison Inst. Utility Service 
Consolidated Edison Paine, Webber 
Consolidated Gas Balt. ...........c000- First Boston 
Consolidated Gas Balt. ..........cccee- Paine, Webber 


Equitable Gas White, 


General Public Utilities Argus Research 
Illinois Power Inst. Utility Service 


Iowa Power & Light 


Long Island Lighting ee ae 


Long Island Lighting Steiner, 
Manila Electric General 


Middle South Utilities ................/ Argus Research 


Northern States Power Inst. Ut 


Pennsylvania Water Power i Le eee 
Pittsburgh Railways ..............se0e- Shaskan & Co 

Potomac Electric Power | 6s rr 
Pee wereece B&G. cnc ccccccccccses Argus Research 

Public Service of Indiana Paine, Webber 


Shawinigan Water & Power Kerr & 


Shawinigan Water & Power Estabrook & Co. ............. 
Southern Company Argus Research 


Southern Company 


Standard G. & E Argus Research 
SS SE S Sep eee we ree 


Texas Utilities 
Western Union Lamont 


J. 4, See ae A. G. Becker 
Utah Power & Light Inst. Utility Service 
TE FE Wie 0's se Wucncceccccueaul Argus Research 


General Topics 


Current Developments in Utilities 
(Monthly Review) 

Monthly Review of Utility 
Developments 

Table of Electric Utility 
Stocks (Over-counter) 

Utility Dividends versus 


Weld 


Rouse 
Public Utilities 


ility Service 


Co 


Co. 


& Co. (Boston) 


NNKAANNNAMEPRHNNKANNARPNNN NN WAWNHWNA 


Excess Profits Taxes (Table)t Coffin & Burr 


*Similar lists have appeared in the FortN1cHTLy for January 4th; and during 1950 in the 
October 12th, June 22nd, March 30th, and January 5th issues. 

+Shows the estimated percentage by which earnings could increase before excess profits 
taxes would be paid. 
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the tendency seems to be to publish them 
only when they are favorable as compared 
with the national average. Commercial 
and industrial revenues per kilowatt hour 
would also be of interest. 

Percentage of Revenues and Kilowatt- 
hour Sales by Classes of Customers. 
Many reports give the kilowatt-hour 
figures, but few give both. 

Sources of Electric Power—generated 
from steam and hydro and purchased 
from other utilities and/or public agen- 
cies. These figures should show both the 
kilowatt hour (also percentages) and the 
dollar costs, permitting the inquisitive 
analyst to figure the various power costs 
per kilowatt hour and compare them with 
industrial revenues per kilowatt hour. 

There are also various ratios with re- 
spect to fuel efficiency which delight the 
engineer-analyst — BTU’s per kilowatt 
hour, pounds of coal burned per kilowatt 
hour, etc. Occasionally such figures are 
revealed in the text of a report—seldom 
in the tables. 


HILE this may appear to be a 

formidable list, the data could prob- 
ably be presented in the space which the 
average annual report devotes to pictures 
of officials, power plants, cooking-school 
girls, etc. Moreover, there is consider- 
able duplication of material in the average 
report — the income account is usually 
given twice in somewhat different form, 
and some of the figures may appear in 
the text a third time. Omission of this 
overlapping data would make space for 
the desired ratios without running up 
printing bills. 

¥ 


Amortization of Emergency 
Facilities 

er go it is reported that the privilege 

of accelerated plant amortization 
has been granted to a number of indus- 
trial companies which are building or 
planning new plant facilities (particularly 
in the steel and oil industries), our un- 
derstanding is that none of the utility 
applications, now being considered at 
Washington, had been finally granted up 


to April 10th. Approximately 25 appli- 
cations by utility companies for tax cer- 
tificates were still reported “in process,” 
with some final disposition expected 
almost momentarily. 

The following summarizes the bro- 
chure prepared by Ebasco Services on 
“Amortization of Emergency Facilities,” 
which was referred to briefly in a 
previous issue. 

Accelerated amortization of emergency 
facilities in World War II proved favor- 
able to electric and gas utilities, since the 
amortization period coincided approxi- 
mately with the wartime period and many 
utilities were subject to excess profits 
taxes at very high rates during that time. 
The present “war” period may be of 
somewhat longer duration. Moreover, 
while regulated utilities are now less 
burdened with excess profits taxes, the 
threat of more rigid controls and pro- 
longed high corporate income taxes are 
factors not paralleled during World War 
IT. 

Naturally, a utility company will bene- 
fit from a tax viewpoint if the tax rate 
is higher during the amortization period 
than it will be later, and the amount of 
tax savings will depend on the extent of 
the decline in the rate. However, even if 
taxes are not reduced there would still 
be substantial benefit because of the 
“present worth” of the savings resulting 
from the difference between accelerated 
amortization and normal depreciation. 


Freee amortization provides 
cash tax savings, which can be used 
to liquidate short-term loans. Such loans 
(carrying low interest rates) can be used 
initially to finance new construction. 
Various policies with respect to the 


accounting treatment of accelerated 
amortization such as the following, were 
discussed during the World War II 
period : 

(1) Earnings will show an increase, 
if amortization of emergency facilities is 
not shown (but only the usual rate of 
depreciation) while the tax savings are 
recorded. (2) On the other hand, earn- 
ings will decline if the full amortization 
amount is shown as an expense, since 
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the increase over the usual depreciation 
charge will more than offset tax savings. 
(3) Earnings may be stabilized by set- 
ting up the regular normal amount of 
depreciation and then recording the tax 
reduction on the books as a “charge in 
lieu of tax savings.” Most utilities took 
advantage of the additional tax deduction 
during World War II, even though the 
emergency facilities had good prospects 
of postwar usefulness, but they did not 
make any special accounting entries on 
the books. Only normal depreciation was 
recorded in such cases, and income was 
increased by the amount of the tax 
savings. 

Rate making will have a substantial 
bearing on the extent of the benefit which 
the utility will derive from accelerated 
amortization. If, as it should be, the 
accelerated amortization does not enter 
into the rate-making picture, then utili- 
ties will derive benefits from the use 
thereof the same as other types of indus- 
tries. If, however, commissions involve 
the amortization in the rate-making pic- 
ture, the benefits may be materially 
diminished and the results intended by 
Congress may be nullified. 


a to record as an ex- 
pense on the books of account an 
amount equal to the tax saving would 
result in no increase in operating income. 
If rates are affected because of the amor- 
tization the utility would be deprived of 
the cash benefit that otherwise would be 
available to it. Again, in both of these 
instances, such action would defeat the 
purposes for which accelerated amortiza- 
tion was intended. The brochure states: 


There is no instance on record where 
a commission in a rate case changed 
a rate base, rate of return, or allow- 
able earnings to give recognition to the 
difference between the amount of de- 
preciation claimed for tax purposes 
and the amount recorded on the books 
of account. Under the present circum- 
stances there would be even less 
reason, if any existed, to treat the 
accelerated amortization any different- 
ly. As a further point in the rate- 
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making aspect of this matter, it should 
be pointed out that service rates are 
set at levels to recover normal depre- 
ciation only. Since accelerated amor- 
tization is not recovered through such 
rates, it is obvious that rate making 
should not reflect either directly or 
indirectly the amortization. 


aa 
Washington Utility Releases 
B gw SEC and FPC issue a large 


number of press releases dealing 
with the numerous proceedings and de- 
cisions on matters affecting utility com- 
panies. While these are doubtless famil- 
iar to most utility executives, it may be 
of interest to comment on them briefly. 
On the whole, these are helpful and valu- 
able adjuncts. For that reason, some 
constructive suggestions appear to be in 
order. 

The SEC issues several kinds of re- 
ports covering its proceedings: (1) press 
releases, which usually cover only one 
proceeding. The majority of these are 
on a single sheet, although with impor- 
tant decisions some 50-100 pages may be 
clipped together. They are issued in 
legal phraseology and form, which some- 
times make them a little difficult to read. 
There is not always a heading to indi- 
cate the purpose and scope of the pro- 
ceeding, nor any summary of the deci- 
sion handed down. Sometimes it is nec- 
essary to wade through the legal verbiage 
to get some idea of what the story is 
about. This is not too important as re- 
gards the big decisions, but as perhaps 
90 per cent of the releases cover small 
or routine actions, some better form of 
heading would be a timesaver for those 
who receive a large number of releases 
in one envelope. 

(2) An SEC press summary is also 
issued which does summarize the pro- 
ceedings in readable language. How- 
ever, there are no descriptive “head- 
lines” on these and while the first para- 
graph usually describes the nature of the 
proceeding, this is less convenient than 
a “headline” would be. Also several re- 
leases are summarized on one sheet 
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(both sides) so that it is not suitable for 
filing under an individual name. 

(3) A “gist of releases” is also issued, 
which tabulates the various cases by 
number and name, summarizing very 
briefly under “Remarks” the action or 
decision. 

(4) Finally, the SEC every week or 
so issues a comprehensive index which 
tabulates company actions under such 
headings as “Registration Statements 
Filed,” “Amendments Filed,” “Regis- 
tration Statements Fully Effective,” 
“Posteffective Amendments Effective,” 
“Supplemental Data,” etc. Under Part 2, 
“Trust Indenture Data,” are shown new 
filings, amendments filed, and periodic 
reports filed. These index sheets follow 
a carefully detailed setup, as shown in 
the heading of each page; but this form 
seems complicated and cumbersome and 
the digest might be made more valuable 


for quick reference if it were revised 
and clarified. 


HE Federal Power Commission fol- 

lows a different procedure. Its press 
releases are not set up in legal form 
but carry explanatory headings in large 
type which are easily read and usually 
summarize the whole story, so that the 
busy reader can glance at the heading 
and either set it aside, or read the whole 
story and file it for future reference. 
Until recently only one story appeared 
on a single sheet, facilitating alphabetical 
filing. Due to the recent shortage of paper 
two different stories may now appear on 
opposite sides of the sheet. The stories 
themselves are well summarized and 
where natural gas pipeline projects are 
involved their importance can easily be 
gauged by glancing at the dollar cost, 
which is invariably mentioned. 
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CURRENT UTILITY STATISTICS AND RATIOS 


Unit Used 


Operating Statistics (January) 
Output KWH—Total 
Hydro-generated 
Steam-generated 
Capacity 
Peak Load (November) 
Fuel Use: Coal 


a eer eres ee 


Bill. KWH 


Mill. KW 


Mill. tons 
Mill. McF 
Oil Mill. bbls. 
Mill. tons 


Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Latest 
12 Mos. 


Latest 
Month 


333.5 14% 


Ww 


DAN 
MAWSON 
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Customers, Sales, Revenues, and Plant (December) 


KWH Sales—Residential 
Commercial 
Industrial .......... 
Total, Incl. Misc. ... 
Customers—Residential 
Commercial 
Industrial 


Income Account—Summary (December) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales .. 
Sales to Other Utilities . 
Misc. Income 


D—Decrease. 
APR. 26, 1951 


Bill. KWH 


Nd 
PONS WL 


Ni nv 0 N10 tno 


w& 
un 





TM MNOV|ND| CH P| TH OY TD HAMM THA FV CU MM THO DMNM|MOAMaAae Se 


COO NADNNDODAOOVUODN > 


MNMOOOOOOANDADS = 


FINANCIAL NEWS AND COMMENT 





RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


4/4/51 Indicated 
Price Dividend A 


About Rate 
Natural Gas—Retail 
Arkansas Natural Gas 134 $ .60 
Atlanta Gas Light 22 1.20 
Central Elec. & Gas 
Columbia Gas System 
Consol. Gas Util. 
Consol. Nat, Gas 
Equitable Gas 
Houston Nat. Gas 
Indiana Gas & Water 
Kansas-Neb, Nat. Gas .... 
arr 
Lone Star Gas 
Minneapolis Gas 
Mobile Gas Service 
Montana-Dakota Util. 
National Fuel Gas ........ 
National Gas & Oil 
Okla. Natural Gas 
Pacific Lighting 
Pacific Pub. Serv, 
Peoples Gas L. & Coke ... 
Rio Grande Valley 
Rockland Gas 
Southern Union Gas ...... 
Southwest Nat. Gas 
United Gas 
Washington Gas Light .... 


mW 
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Averages 


Natural Gas—Wholesale and Pipeline 

S American Natural Gas .... 29 $1.60 
O Commonwealth Gas 9 15 
S El Paso Nat. Gas 27 1.60 
O Interstate Nat, Gas ....... 35 2.50 
O Mississippi Riv. Fuel 2.00 
O Missouri-Kansas P. L. .... 1.60 
O Mountain Fuel Supply .... .60 
S Northern Nat. Gas ....... 1.80 
S Panhandle East. P. L. .... 2.00 
S Southern Nat, Gas : 2.50 
O Tenn. Gas Trans, ......... 1.40 
O Texas East. Trans. ....... 1.00 
O Texas Gas Trans. ......... -- 


Averages 


Manufactured Gas—Retail 

Bridgeport Gas $1.40 
Brockton Gas Lt. ......... 1.40 
Brooklyn Union Gas 2.40 
Hartford Gas 2.00 
Haverhill Gas Lt. ........ . 1.80 
Tacksonville Gas 1.40 
Kings County Ltg. ........ 

New Haven Gas Light .... 

Providence Gas 

UNE TN SG S ba tense ne 

S United Gas Improvement. . 
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Averages 
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Share Earnings# 
Prev. % 


Cur. rev 
Period Period 


$1.26d* $1.44 


1.86d 1.90 
1.06d .98 
1.19d 87 
1.50) 1.53 
5.03d 3.59 
2.15s 
1.06ju 
2.19f 
1.95d 
82d 
2.11d 
1.57d 
3.44d 
1.55d 
1.23d 
1.04d 
2.96} 
5.88d 
2.23d 
10.02d 
19d 
4.63d 
1.58s 
28s 
1.57d 


3.21d 


$2.45d $1.58 


.62d* 68 
2.32d 1.76 
2.50d* 2.03 
2.99d 2.03 
1.66d 4.32 

.91d* 91 
2.13d 2.21 
2.66d 2.39 
3.48d 2.97 
1.73d 1.22 
1.93d 1.49 
1.95d 81 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES on 
4/4/51 Indicated Share Earnings#t Eare- 


ee Price Dividend Approx. Cur. Prev. %In- ings 
Communications Companies About Rate teld Period Period crease Ratio 


Bell System 
Pes, SH. & FE. 6 s000<: 153 $9.00 $8.03 
Cinn. & Sub. Bell Tel. .... 74 4.50 4.59d 4.79 
Mountain Sts. T. & T. 101 6.00 t 6.94d 5.29 
New England Tel. ........ 104 6.00 R 12.19d 7.19 
PCIe ROL Ge EOL éseccees 109 7.00 . 8.43d 4.84 
So. New Eng Tel. ........ 33 1.80 ; 2.12d 1.79 


Averages 

Independents 
Central Telephone 
General Telephone 
|. ere 
Sg See 


OnMNoe 
NOoOoS 
CAD 


Transit Companies 

Chicago SS. & S.B. ...... 
Ce Wee Mibicdactcscceaes 
Dallas Ry. & Term. ....... 
Greyhound Corp. 

Los Angeles Transit 

Nat. City Lines 

St. Louis P.S. A 

Syracuse Transit 

United Transit 


la 


oO 
4 
So 
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Averages 


Water Companies 
Holding Companies 

S Amer. Water Works 
O N.Y. Water Service 

Operating Companies 
Bridgeport Hydraulic 
Calif. Water Serv. 
Elizabethtown Water 
Hackensack Water 
Indianapolis Water 
Jamaica Water Supply .... 
fiddlesex Water 

New Haven Water 

Ohio Water Service 

Phila. & Sub. Water 
Plainfield Union Wt, ..... 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 

West Va. Wt. Service .... 


R 


3 
of 


$1.45d = $1.57 
2.51f 2.25 
6.96d 8.37 
2.73d 2.68 
1.33d* 1.42 
2.33d 1.28 
6.46d 4.87 
3.25d 3.45 
1.97d 1.76 
3.49d* 3.01 
5.09d* 5.02 
2.86f 2.68 
1.145 83 
75d 78 
2.10d 2.35 
1.26d 1.36 
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Averages 


D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. #In order to facilitate 
comparisons, earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. (a) Stock dividend of 50 per cent payable July Ist, and cash of 10 cents 
payable same date (on new stock) : 25 cents paid in 1949. (c) Also 5 per cent stock dividend. 
d*—December, 1949. Je—June. ju—July. ag—August. s—September. o—October. n—Novem- 
ber. d—December. j—January, 1951. f—February. 
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“Liberty and Production” 


HE interesting story of American 

blending of liberty and production 
was recently told to the San Francisco 
Advertising Club. The speaker, Robert 
L. Minckler, president of General Petro- 
leum Corporation, also warned of cur- 
rent threats to this successful combina- 
tion. 

Minckler noted that from the concept 
of liberty, as we know it, we get the great 
satisfactions of personal rights which per- 
mit us, as individuals, to live our lives in 
dignity. From the concept of production, 
as we know it, we get the abundance of 
goods and services which make up the 
good life. He added that a free life and 
an abundant, productive life are the 
dreams and ambitions of Americans. 
These seem normal and ordinary to us, 
and it is always a surprise, when we read 
the newspapers today, to realize that in 
only a small part of our world are these 
two things important ; and it is also a sur- 
prise, when we read history, to realize 
how new these concepts of liberty and 
production are. 

He then pointed to earlier civilization, 
when both liberty and production were 
not present. He said: 


In early history, there were socie- 
ties in which individual men had great 
personal liberties—the Plains tribes of 
American Indians, for example. But 
these tribes were not organized for 
production and they could not survive. 
There were societies well organized 
for production—ancient Greece and 
ancient Rome, for examples—but in 
those societies there was no concept of 
personal liberty for all men as we know 
it, and their great works of production 
were based upon conquest and slave 
labor, so they could not survive. It is 
our wedding of the two concepts, liber- 
ty and production, which is unique in 


world history, and which has brought 
our society to our present position as 
the most productive and the most free 
of any people at any place at any time. 


H° also traced the history of the con- 
current development of human free- 
dom and increasing production of the 
things needed to sustain men on a level 
of dignity and well-being. 

He reviewed the structure of western 
society as it was a few hundred years ago, 
toward the close of the Dark Ages. He 
observed that it was a cruel, insecure, 
unhappy world for most of the people, 
condemned by rigid class distinctions and 
rigid laws and customs to live exactly as 
their fathers had lived before them. He 
added that it was a dead world, because 
no one expected or hoped for improve- 
ment in his lot. The idea of progress in 
the sense of advancement of human well- 
being, the fostering of individual dignity, 
freedom, and happiness was completely 
unknown. The organization of society 
was directed to the rigid maintenance of 
things as they were. 

He further noted that it was a dull 
world, because there were no educated 
men, “only those skilled in ceremony and 
folklore and superstition.” There was 
neither scientific knowledge nor a search 
for scientific truth. To inquire the rea- 
sons why or to display ambition or initia- 
tive was not only illegal and dangerous, 
it was downright sinful. He added: 


Only those who had been given 
dominion over the earth and the fruits 
thereof by the grace of God lived any 
better than did the beasts of burden. 
Even these princes and lords lived lives 
fixed by formulae from which there 
could be no deviation. All men were 
slaves, held in bondage by custom, fear, 
ignorance, and superstition. 
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Minckler went on to point out the new 
awakening. He stated: 


But man is not made to be forever 
slave to master or to institution. The 
yearning for freedom and knowledge, 
the human craving for happiness and 
comfort, for temporal and spiritual 
well-being, long dormant or forcibly 
suppressed, began to stir. Within the 
minds of inspired and fearless men a 
new idea was stirring—the idea that 
a man might be free; free to have his 
own ambitions, free to plan his own 
life, free to realize those ambitions, and 
free to keep the rewards of his work— 
the idea that society could be so or- 
ganized that it would provide equal 
opportunity for all, that enough could 
be produced to maintain all men on a 
level compatible with human dignity 
without wresting it from his fellow 
man. 


I* the wake of this new revolutionary 
idea, according to Minckler, the an- 
cient superstitions, the doctrines that held 
men in bondage, the notion of omnipotent 
wisdom in the mind of the ruler and his 
bureaucrats slowly disappeared in many 
lands and people—but not in all. Liberty 
reached its fullest fruition only in those 
environments where individual initiative 
and private enterprise were fostered and 
rewarded and were the driving forces 
that spurred men onward; in northern 
Europe, in Britain, and in America. 

The petroleum executive then turned 
to the American system. He said: 


One of the important characteristics 
of our system is that it is never per- 
fected, there is constant change—and 
change in anything involves dissatis- 
faction, adversity, risk, and criticism— 
these are the prime movers of progress. 
So we should not lose faith in our sys- 
tem because it has faults, we should 
glory in the fact that we are permitted 
to recognize those faults and to do 
something about them. 


He added that although there are many 
controversial elements within our sys- 
tem, the tyranny that we must fear is the 


tyranny of government, because the all- 
powerful state is the agency which can 
take away our liberties, reduce our pro- 
ductivity, and stop our progress for all 
time. 


E further stated that wherever you 
look in ancient history, when you 
find that man, in his search for security 
from his fellow and from nature, has 
yielded his freedom and his initiative to 
an increasingly powerful government, he 
has lost the will and the strength to resist 
either the tyrant from within or the bar- 
barian from without. Great empires fell 
in this way, and the people of those em- 
pires suffered in body and spirit. 
He pointed to conditions existing un- 
der Fascism and Communism, with which 
all are familiar. He continued: 


In Great Britain, it is called So- 
cialism. Here a little different pattern 
is being followed. The British still re- 
tain their important personal liberties 
—they can still say what they please, 
worship as they please—what they 
have so far lost is their economic free- 
dom. But the loss of just that has been 
sufficient to reduce this once great 
country to its present sorry position. 
And unless the trend to state contro! 
of production is reversed, it is easy to 
forecast the ultimate result. State man- 
agement of business will result in the 
disappearance of individual enterprise 
and ambition, for there will be no in- 
centive. Production will decline, the 
capital accumulated during the earlier 
period of freedom will be consumed 
without replacement, the standard of 
living will decline, men will become 
desperate and there will be sullen re- 
sentment and violent actions, the state 
will undertake to put down those ac- 
tions and the personal liberties of the 
people will disappear. 


INCKLER then turned to the possi- 
bility of a similar situation in this 

country. He observed: 
In our country, the program of re- 


actionaries with medieval minds to con- 
centrate power in the Federal govern- 
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Courtesy, The New Yorker 


“AND NOW, FOLKS, WE’RE GOING TO LEARN WHAT THE 
MAN UNDER THE STREET THINKS” 


ment is currently called the “Welfare 
State.” If we install this program, in 
all its destructive phases, we face the 
same dismal future as Britain and Italy 
and Germany and Russia. And don’t 
say “It can’t happen here.” Would you 
have believed twenty years ago that it 
could happen in Germany, or ten years 
ago that it could happen in Britain? 

It can happen here and it is hap- 
pening here. Our domestic enemies of 
liberty are building in Washington a 
vast bureaucracy which every day is 
busy attacking our economic freedom. 
Theif weapons are propaganda, false 
slogans, and appeals to hate, greed, and 
fear. They have used these weapons so 
well that they have bamboozled many 
into believing that most businessmen 
spend most of their time plotting 
against the public welfare, that it is 


somehow immoral and indecent to 
make a profit, that all good comes from 
government and all bad from business. 

Their stated purpose is to destroy 
individual ambition and incentive and 
to make each of us dependent upon the 
bureaucracy. These purposes, they say, 
must be realized for our own welfare. 
That has a familiar sound—Hitler and 
Mussolini and Stalin and all of the 
other blackguards of history said the 
same thing, that they performed their 
evil acts for the welfare of their victims. 


The petroleum industry official urged 
that we restore confidence in government 
by establishing and maintaining decency 
in government, and also restore our an- 
cient faith in ourselves by strenuous re- 
jection of the idea of dependence upon 
government for our economic welfare. 
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Washington Has Replaced Wall Street 


HE “New England Letter” of March 

30th, published by the First Na- 
tional Bank of Boston, has some sober 
reflections on the present level of our 
national standards. It urges that as a re- 
sult of such disclosures as were made by 
the Kefauver Committee, there is a vital 
need for our leaders to lift these stand- 
ards out of the shadows. It states: 


The deplorable situation now con- 
fronting us is a reflection of deep- 
seated forces that have been in opera- 
tion for a long period and particularly 
in the last two decades. American tra- 
ditions and ideals have been under 
vicious attack. Many of the old ac- 
cepted principles have been branded as 
old-fashioned and belonging to the 
horse and buggy stage. Hard work and 
thrift, self-reliance, and personal re- 
sponsibility—the pillars upon which 
the American system was built—have 
been scorned. The people have been 
encouraged to look to Washington for 
their economic and social salvation. 
The administration in power, holding 
aloft the banner of social welfare, has 
made glittering promises of providing 
service and security from the cradle to 
the grave. But as Senator Byrd pointed 
out some time ago, and as is now being 
revealed by the Senate investigations, 
some of the champions of the common 
man have been more concerned about 
their own power and aggrandizement 
than with the troubles of the under- 
privileged. 


The “New England Letter” points out 
that national fiscal policies have been 
placed on an unsound and fallacious basis 
and false promises made for vote-getting 
purposes. The people have been told that 
they need not worry about the debt since 
they owe it to one another, and interest 
charges are but transfers of payments 
from one pocket to another. A liberal so- 
cial security program was launched at the 
same time the very foundations of se- 
curity were being undermined by diluting 
the purchasing power of the dollar 
through deficit financing. 
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| further adds that the inflationary 
policy of the government degenerated 
into a plundering device to chip away the 
real values of payrolls, savings deposits, 
life insurance policies, annuities, and all 
other means that individuals have taken 
as safeguards against the hazards of life, 
As a panacea for agricultural ills, the 
Brannan Plan was presented with allur- 
ing appeals to all groups, with guaran- 
teed income to the farmers, cheaper food 
to consumers, and an assured prosperous 
market for business. We have been told 
that wages could be raised again and 
again without inflationary consequences, 
despite the fact that wage payments con- 
stitute around 90 per cent of total manu- 
facturing costs. The “Letter” continues: 


By means of sugar-coated slogans 
the people have been hypnotized into 
believing that by some magic power the 
government can provide something for 
nothing. With the party in power pos- 
ing as Santa Claus, practically all 
groups have made shameful raids on 
the Treasury in order to get their share 
of the spoils. 

The philosophy of the past two dec- 
ades has been to play fast and loose 
with public money. Despite the ap- 
parent waste of many billions of dol- 
lars, the hard-pressed taxpayers have 
been told that all items of the budget 
were on a rock-bottom basis and that 
no economies could be made. The au- 
thorities who presented plans for re- 
duction of nonessential expenditures 
have been ridiculed as not understand- 
ing public finance or as being hard- 
hearted reactionaries. 


The monthly report contends that 
Washington has replaced Wall Street as 
the nation’s money center as an increas- 
ing proportion of national income is be- 
ing siphoned from the taxpayers and dis- 
tributed through the multitudinous Fed- 
eral spending channels. Since the end of 
the war, around $225 billion has been 
spent by the present administration, or 
around 35 per cent more than was spent 
during the first 150 years of our history. 


576 








WHAT OTHERS THINK 


























The “squandermania” was accompanied 
by a snowball growth of bureaucracy. 
The number of Federal civilian employees 
since 1929 has increased at ten times the 
rate of the general population. 


Be news “Letter” also observes that 
_& abloated government becomes flabby 
in its moral fiber. Nearly three-quarters 
of a century ago Senator Benjamin Har- 
vey Hill warned against the dangers of 
big government when he said: “It is, in 
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my opinion, the danger of dangers to the 
future of this country. Let us be sure we 
keep it always within its limits. If this 
great, ambitious, ever-growing corpora- 
tion becomes oppressive, who shall check 
it ? If it becomes wayward, who shall con- 
trol it? If it becomes unjust, who shall 
trust it? As sentinels on the country’s 
watchtower, Senators, I beseech you 
watch and guard with sleepless dread that 
corporation which can make all property 
and rights, all states and people, and all 
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liberty and hope, its playthings in an hour 
and its victims forever.” 

The bank “Letter” states that it is an 
axiom of political science that a nation 
gets the kind of government it deserves 
and that a democratic government is only 
as strong as the conscience of its people. 
We have been warned that “eternal 
vigilance is the price of liberty.” Yet the 
American people have been appallingly 
apathetic about the dishonorable behavior 
of their public servants, have condoned 
breaches of public morality, and have 
watched with complacency while many of 
their cities were racked with crime and 
elections were won by corrupt political 
machines. Unless this pernicious and 
loathsome situation is rectified, the con- 
trol of government will go by default to 
the underworld. 

The “Letter” concludes : 


The grave dangers to our national 
standards cry out for sober reflection 
and soul searching. Investigations now 
so ably and courageously conducted by 
the bipartisan Senate committee-should 
be extended and all the facts, however 
ugly, vigorously brought to light. The 


atmosphere should be cleared of the 
pervading political stench by a thor- 
ough house cleaning and fumigation. 
Let the chips fall where they may even 
though they reach the top echelon of 
officialdom. This purging process is 
essential in order to restore integrity 
in government as well as to attract 
high-grade persons to public service. 
Above all, the people must take a more 
active interest in political affairs and 
support competent candidates who look 
upon government office as a public 
trust and place principles above politi- 
cal expediency. As Grover Cleveland 
said more than six decades ago: 
“Every citizen owes to the country a 
vigilant watch and close scrutiny of 
its public servants and a fair and rea- 
sonable estimate of their fidelity and 
usefulness. Thus is the people’s will 
impressed upon the whole framework 
of our civil policy—municipal, state, 
and Federal.” 


It further adds that the issue before 
us rises far above party politics and in- 
volves in its scope the salvation of this 
nation. 





Regulatory Rules Reappraised 


RE-EXAMINATION of the general or- 
ders and regulations of the Ne- 
braska State Railway Commission was 
suggested recently by Bert L. Overcash, 
assistant attorney general and counsel for 
the Nebraska Railway Commission. In 
an address before the Nebraska Inde- 
pendent Telephone Association, Over- 
cash made suggestions which may be of 
interest to students of regulation in other 
sections of the country. 
The regulatory official set out five ques- 
tions which might be applied to each 
statute and regulation as examined: 


1. Why was this regulation adopted 
—what need and purpose was it de- 
signed to serve? 

2. Is the regulation necessary today 
—has the original need continued to 
exist ? 

3. Will this regulation promote econ- 


omy, efficiency, and conserve invest- 
ments already made? 
4. Does this regulation invade the 
exclusive province of management? 
5. If retained, should this regulation 
be amended or adjusted to fit present 
conditions ? 


Overcash pointed out that any such 
analysis and appraisal of existing regu- 
lations would carry forward the con- 
tinuing duty to regulate the business of 
public utilities effectively and in con- 
formity to the requirement of the times. 
The choice has always been effective and 
proper regulation or public ownership. 
The emphasis in regulation must con- 
form to the policies now recognized as 
paramount. This may require new ap- 
proaches, new methods, and, along with 
the elimination of certain regulations, 
some additional regulations. It is in the 
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long-term interest of the public and the 
vital industries affected that an enlight- 
ened solution be reached which will mod- 
ernize our regulatory system. He con- 
tinued : 


Your association and its members 
have an important responsibility in 
making public regulation of private 
utilities a success. Your service is re- 
garded as essential not merely by the 
larger communities, but by the small 
towns and rural residents as well. To 
the extent that individual small com- 
panies are unable to supply this serv- 
ice, the demand for public ownership 
and operation in this field will increase. 
Unless existing operating companies 
are willing to take over unprofitable 
units where necessary, it is likely that 
governmental or public ownership will 
sooner or later step in and do the job. 
No state commission has the power or 
facilities to furnish or operate telephone 
service. The commission can and has 
codperated with your association in 
working out difficult local problems of 
this nature. The responsibility, how- 
ever, in this field is largely yours and 
the extent to which this obligation is 
discharged may greatly influence the 
future of privately owned public utili- 
ties in this country. 


The attorney submitted that the best 
hope of sound regulation lies in a com- 
mon acceptance by commissions and utili- 
ties of their respective responsibility for 
faithfully executing the presently estab- 
lished policy and system of regulation. 


On then turned to the effect of 
the recent U. S. Supreme Court 
utility antistrike ruling on the present 
regulatory structures. 

He said: 


The Supreme Court of the United 
States recently held the antistrike pro- 
visions of our state law, relating to 
public utilities, invalid. This decision 
affects all utilities that are subject to 
the jurisdiction of the National Labor 
Relations Board. The position of this 


board in the case argued to the high 
Court was that a utility transporting 
employees who “are engaged in the 
production of goods for interstate com- 
merce” by virtue thereof and by reason 
of the fact that “it purchases its rolling 
stock . . . from sources outside the 
state” becomes subject to exclusive 
Federal jurisdiction. 

Since under the existing Federal law 
strikes in essential public utility busi- 
nesses can be enjoined only where 
there is a national emergency, this de- 
cision leaves a vacuum of authority 
wherever the emergency is less than 
national, The practical result of such 
a decision, as we pointed out to the Su- 
preme Court in our appearance in this 
case, is to tie everyone’s hands and pre- 
vent effective action in most emergen- 
cies. This can now be changed only by 
amending the Taft-Hartley Act to re- 
store state jurisdiction. 


E also noted the problem raised by 
the intrastate versus interstate dis- 
parity issue in long-distance telephone 
toll rates. 
Of this he noted : 


Another matter of serious concern 
to your business is the FCC proceed- 
ing to reduce interstate toll rates. The 
Nebraska commission is giving con- 
sideration to intervening in this case 
in order to secure a fair relationship 
between local and interstate rates. We 
believe that the recent trend of higher 
intrastate rates and lower interstate 
rates throws an unjustified burden on 
the small user, is illogical and inequita- 
ble. Regardless of technical reasons 
that may be assigned for this develop- 
ment, the end result shows a need for 
a separations manual reflecting a new 
approach. 


He concluded that unless this can be 
accomplished by negotiation, Federal 
legislation or litigation, we may see the 
day when regulation of the telephone 
business is completely swallowed up by 
Federal agencies. 

—D. T. B. 
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Antistrike Repercussion 


Oz of the first indications of grass- 
root feeling toward the recent de- 
cision of the United States Supreme 
Court invalidating the Wisconsin public 
utility antistrike law came from the Glen 
Rock, New Jersey, chamber of commerce. 
New Jersey is one of the states with a 
statute similar to the Wisconsin law. 
Senator H. Alexander Smith of New 
Jersey recently submitted the following 
resolution, adopted by the New Jersey 
business group, for publication in the 
Congressional Record: 


RESOLUTION 


Whereas the Supreme Court of the 
United States, in a 6-3 decision, has 
declared that a utility antistrike law in 
the state of Wisconsin conflicts with 
the Taft-Hartley Law, and, therefore, 
the Wisconsin law may not be used in 
disputes affecting interstate commerce ; 
and 

Whereas the National Labor Rela- 
tions Board in October, 1950, arbi- 
trarily decided, as a matter of general 
policy, to assume jurisdiction over all 
public utility and transit systems ; and 

Whereas the Chamber of Commerce, 
Inc., of Glen Rock, New Jersey, senses 
an immediate danger to the citizens of 
the state of New Jersey should existing 


legislation prohibiting strikes in public 
utilities in the state of New Jersey be 
voided or otherwise limited in effec- 
tiveness; Now, therefore, be it 
Resolved, That it is the considered 
opinion of the Chamber of Commerce, 
Inc., of Glen Rock, New Jersey, that 
the right to work and to enjoy the fruits 
of one’s labor is paramount to the right 
to strike; and be it further 
Resolved, That it is the considered 
opinion of the Chamber of Commerce, 
Inc., of Glen Rock, New Jersey, that 
the best public interest would be served 
by the prohibition of strikes in indus- 
tries which are essential to the public 
health, safety, or convenience, under 
penalty of immediate and permanent 
dismissal from employment in any and 
all such industries; and be it further 
Resolved, That copies of this resolu- 
tion shall be forwarded to the attorney 
general of the state of New Jersey, to 
the governor of the state of New Jer- 
sey, to our representatives in Con- 
gress, to the New Jersey State Cham- 
ber of Commerce, and to the Chamber 
of Commerce of the United States. 


Other states—Florida, Indiana, Kan- 
sas, Nebraska, and Pennsylvania—have 
similar statutes. 





Notes on Recent Publications 
York, New York. 500 pages. Price $7.50 


TRANSFORMER ENGINEERING. Second Edition. 
This book is one of a series written by sev- 
eral General Electric Company authors for 
the advancement of engineering practice. It 
is a treatise on the theory, operation, and 
application of transformers and is designed 
to help the engineer solve the many technical 
problems involved in the specification, selec- 
tion, application, and operation of trans- 
formers. The second edition is a detailed 
study of every phase of transformer perform- 
ance. Connections, phase angle, load ratio 
control, characteristics of insulating ma- 
terials, codrdination of insulation, thermal 
characteristics—these are just a few of the 
more important items covered. The authors 
are all connected with the transformer engi- 
neering division of General Electric at Pitts- 
field, Massachusetts. Transformer Engt- 
neering. John Wiley & Sons, Inc., New 
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Power DistrisuTION SYSTEM OF THE UNITED 
States GOVERNMENT. An 8-page paper, 
complete with illustrations and diagrams, 
describes the recently installed power dis- 
tribution system in the new U. S. General 
Accounting building, the second largest of- 
fice building in the world. The paper, pre- 
sented at the winter general meeting of the 
American Institute of Electrical Engineers, 
points out that a connected transformer ca- 
pacity of 23,000 kilovolt amperes has been 
installed to supply the electrical demands. 
Copies available from the authors: D. S. 
Brereton, industrial engineering division, 
General Electric Company, Schenectady, 
New York, and F. J. Muller, General Serv- 
ices Administration, Public Buildings Ad- 
ministration, Washington 25, D .C. 
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The March of 
Events 


In General 


CMP Definitely Scheduled 


ANLY FLEISCHMANN, Administra- 

tor of the National Production 
Authority, U. S. Department of Com- 
merce, on April 13th formally announced 
that a Controlled Materials Plan will be 
placed in operation July 1, 1951, for de- 
fense production and certain defense sup- 
porting activities vital to meeting rearma- 
ment needs. 

CMP is a plan, he said, by which the 
three basic metals—steel, copper, and 
aluminum—are allotted directly to pro- 
ducers on the basis of detailed require- 
ments submitted in advance for the man- 
ufacture of goods which the government 
needs for the defense program. 

“CMP makes it possible to authorize 
specific production schedules and make 
firm allotments of the three basic metals 
needed to meet, but not exceed, direct 
defense and defense-supporting produc- 
tion and construction goals—on time and 
in the proper quantities,” Mr. Fleisch- 
mann said, 

The first phase of the CMP operation 
will be the reporting to NPA by pro- 
ducers of their detailed requirements for 
the basic materials on forms which will 
be sent to them in May. The second 
phase will be the allotment of the specific 
amounts of materials to producers start- 
ing July 1st, after determination by the 
Defense Production Administration of 
the necessary production programs to be 
scheduled. 

“With such a quantitative measure- 
ment,” Mr. Fleischmann said, “the gov- 
ernment can weigh defense needs against 
capacity to produce, measure the impact 
on the availability of materials for 
civilian consumer goods, and take what 
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steps are desirable to maintain a healthy 
civilian economy. 

“This will help us also to foresee and 
hold to a minimum, industrial and em- 
ployment dislocations, including those 
affecting small business.” 


St. Lawrence Study Urged 


N interstate compact to study prob- 
lems connected with the St. Law- 
rence power project was suggested re- 
cently by John E. Burton, chairman of 
the New York State Power Authority, 
before a joint assembly of the Vermont 
state legislature. 

Burton said he believed this was a new 
field to bind the states together to handle 
public power and to encourage the in- 
tegration of private systems within their 
borders. 

The states concerned, he pointed out, 
can do the job as well or better than the 
Federal government thinks it can. 

Burton pointed to several “straws in 
the wind” that seemed to him to indicate 
that the Federal government intended to 
“take over” the power resources rather 
than let the states benefit. 

At the opening of his talk, he reiterated 
statements he had previously made con- 
cerning the St. Lawrence projects: That 
New York will codperate 100 per cent 
with the New England states and the 
Federal government to develop the re- 
sources of the area but “it will be a 
watchful codperation.” 

He said this had been misinterpreted 
to mean “watchful waiting,” which is in- 
correct since New York does not intend 
to wait. 

New York will codperate 100 per cent 
to develop the natural resources, he sai¢, 
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but will not codperate 1 per cent to have 
the Federal government take over. 

It is twenty years since the New 
York Power Authority was formed, he 
said, and the state is still without either 
the St. Lawrence or the Niagara rede- 
velopment. 

If these developments had been built, 
the hydroelectric capacity in New York 
would have more than tripled. 

As it is, the New York capacity has 
increased 8 per cent while that of all 
other states combined has increased 119 
per cent. 

New York has been blocked by the 
Federal government, Burton said, which 
has poured millions into other states to 
develop cheap hydroelectric power. 

While New York has “just limped 
along,” the state of Washington has in- 
creased 330 per cent, Oregon 390 per 
cent, and Tennessee 910 per cent. 

The average residential consumer rate 
in New York, in 1949, was $3.59 a kilo- 
watt hour, or 21 per cent higher than the 
rest of the nation, while the rate in Ver- 
mont in the same period was $3.74. 

“The situation in New York is bad, 
but yours is worse,” Burton told the Ver- 
mont legislators. 

In outlining the history of the St. Law- 
rence seaway legislation, Burton said 
that the connected power project is “just 
like Sinbad, the sailor—it carries the old 
man of the sea on its back.” 

The power project could be built at 
any time, he pointed out, and the seaway 
added later. 

However, Burton feels that the seaway 
is required today as a defense measure, 
and to stop because it could be knocked 
out by an atom bomb is a defeatist 
attitude. 

The power developments could do the 
double job of giving cheap power and 
bringing about a good integration of pub- 
lic and private power systems in the 
area, Burton said. 


Utilities Get Aluminum 
Priorities 

HE government set up a new elec- 

tric power priority program recently 
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that will channel 49,000,000 pounds of 
aluminum in the April-June quarter for 
maintenance and expansion of distribu- 
tion and transmission lines. 

The program was developed by the 
National Production Authority and the 
Defense Electric Power Administration 
of the Interior Department. Copper con- 
ductor also will be included in the pro- 
gram as soon as a total allotment can be 
determined. 

NPA issued a new materials order 
M-50, to give power companies a priority 
rating for aluminum wire, cable, or bus 
bar, and aluminum conductor and ac- 
cessories. 

DEPA will dole out aluminum under 
M-50, and the DO-48 rating assigned to 
the program can be used for a stated 
gross weight of aluminum to be used in 
a major addition to a plant after DEPA 
makes a specific authorization. 

The order permitted electric utilities 
to use aluminum conductor on hand for 
any purpose prior to May Ist. After 
that date, even the use of inventory 
aluminum conductor in a major plant 
addition must receive formal approval 
from DEPA, 

On the maintenance, repair, and op- 
erational side, M-50 pulls the industry 
out from under Regulation 4, the over- 
all MRO order, and permits it to use the 
DO-48 rating individually to procure 
MRO supplies of aluminum conductor 
and accessories. 

It also establishes procedures under 
which quarterly quotas can be estab- 
lished for these MRO items and other 
minor requirements. The standard quota 
is set at 20 per cent of the gross weight 
of aluminum conductor used by the indi- 
vidual utility for the same purposes in 
1950. 

As an alternative, however, it permits 
a quota based on 80 per cent of the MRO 
usage in the corresponding quarter of 
1950. 

NPA specified that a power company 
can use either system, but once it has 
established its quota under one, it cannot 
switch to the other without specific 
permission. 
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Arizona 


Utility Laws Signed 


OVERNOR Pyle recently signed into 
Arizona law a bill authorizing in- 
surance companies to, invest excess 
funds in public utility, municipal utility, 
and local improvement district bonds. 
The governor also has signed the oil 


and gas land-lease and conservation bills 
passed by the 1951 state legislature. De- 
signed to encourage Arizona’s develop- 
ment as an oil- and gas-producing state, 
the two bills will become law in June, 
ninety days after adjournment of the 
legislature. 


California 


California Electric Power 
Asks Boost in Rates 


HE California Electric Power Com- 
5g has asked the state public 
utility commission for a general increase 
in electric rates estimated to yield an ad- 
ditional $1,230,000 annually. The in- 
crease, which averages about 12 per cent, 


is needed to offset the increasing burden 
of operation costs, Albert Cage, presi- 
dent, stated in the annual report. 

Sales and revenues in 1950 were 
ahead of the previous year, Mr. Cage 
said, but these gains were offset by be- 
low-normal water conditions, increased 
costs of purchased power and materials, 
and higher taxes. 


Connecticut 


Connecticut Gas Pipeline 
Control Studied 


C2 Lodge said recently a spe- 
cial house subcommittee is inves- 
tigating the possibility of state regula- 
tions of the natural gas pipeline through 
Connecticut. 

The governor conferred with Repre- 
sentative Thomas Luce, chairman of the 
house public utilities committee, on the 
controversial issue. Lodge said the spe- 
cial committee was directed to find out 
if the state has any control powers over 
either construction or operation of the 
pipeline. 

The pipeline’s construction privileges 
are held under the Federal Power Com- 


mission. This commission has the right 
of exercising the Federal government’s 
right to condemn and seize land for pipe- 
line construction. 

The governor pointed out that 20 of 
37 states now getting natural gas have 
established regulations governing op- 
erations. Among the subjects of inter- 
est to the legislative committee, Lodge 
said, are the state’s powers, if any, to 
change or control location of the pipe- 
line. 

Lodge said safety measures are being 
considered. They include a proposal to 
inject an odor into the now odorless 
natural gas. He said concern has been 
expressed over the possibility of gas 
escaping. 


a 
Kentucky 


Co-op Seeks Authority to 
Double System 


Tz East Kentucky Rural Electric 
Codperative Corporation early this 
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month asked for authority to double the 

size of its proposed generating and 

transmission system. 

In a petition submitted to the state 
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public service commission, the corpora- 
tion requested authority to borrow $11,- 
687,000 additional from the Federal gov- 
ernment, to install a 40,000-kilowatt 
generating unit, and to build 626 miles 
of lines. 

The commission gave the codperative 
permission last December to borrow 
$12,265,000 in Federal funds to finance 
installation of two 20,000-kilowatt gen- 
erating units and construct 597 miles of 
lines. 

There are 18 codperatives served by 
the East Kentucky system. The $12,- 


265,000 loan was to build a generation 
and distribution system for 13 of the co- 
ops. If the $11,687,000 loan is approved, 
the corporation said all 18 co-ops will be 
served by a stronger system. 

However, the $12,265,000 decision by 
the commission has been appealed to cir- 
cuit court by three private companies 
that now provide at wholesale rates, 
power for the network. 

They are Kentucky Utilities Com- 
pany, Louisville Gas & Electric Com- 
pany, and Union Light, Heat & Power 
Company, Covington. 


Massachusetts 


New England Gas Seeks Broader 
Authority 


TOCKHOLDERS of New England Gas & 
Electric Association at the annual 
meeting May Ist will vote on broaden- 
ing the use of proceeds from the sale of 
additional common stock. 

Under the proposal, trustees could is- 
sue authorized common to provide funds 
to acquire additional stock of any nat- 
ural gas pipeline company operating in 
Massachusetts, or 51 per cent or more 
of the outstanding common of a Massa- 
chusetts gas or electric company. 

Trustees want the authority to issue 
such stock in order to acquire additional 
stock of Algonquin Gas Transmission 
Company if Algonquin should issue it. 

New England Gas stated it does not 


now plan to acquire majority stock of 
any Massachusetts gas or electric com- 
pany, but desires to be in a position to 
do so without calling a special stock- 
holders’ meeting. 

New England Gas and Eastern Gas 
& Fuel Associates each own 820.31 
shares of Algonquin’s outstanding 2,- 
265.62 shares of $100 par common. 
Texas Eastern Transmission owns the 
remaining 625. 

Algonquin plans to sell 77,500 shares 
of additional common at par to help 
finance construction of a natural gas pipe- 
line system in New England. However, 
it may raise the funds by temporary non- 
interest bearing advances from stock- 
holders on open account. These ad- 
vances subsequently would be converted 
into common. 


e 
Michigan 


DSR Men Lose Appeal 


F& a second time, a court ruled 
against 619 DSR employees who 
sought pension credits for time they did 
not work. The state supreme court early 
this month affirmed a decision of the 
Wayne Circuit Court in the Detroit 
Street Railway Case. 

The DSR employees who sought the 
pension were veteran platform men laid 
off in 1932 and 1933. When reinstated, 
they demanded the pension rights for the 
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years they did not work. This was 
granted in an agreement between Rich- 
ard A. Sullivan, then DSR general man- 
ager, and Division 26, Streetcar and 
Motor Coach Operators Union (AFL), 
to which the men belonged. 

In October, 1949, Circuit Judge Vin- 
cent M. Brennan ruled against the em- 
ployees on the ground that the city coun- 
cil had not ratified the agreement, He 
also ruled Sullivan had no right to agree 
to pay for time the men did not work. 
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Minnesota 


Strike Bill Signed 


A= controversial bill to prohibit 
strikes by public employees was 
signed last month into Minnesota law by 
Governor Youngdahl. 

The new Minnesota law lays down 


the following penalties for strikes by 
public employees : automatic loss of jobs ; 
loss of civil service and pension rights; 
if rehired, strikers cannot get a pay raise 
for one year, and placed on probation 
for two years after reémployed. 


¥ 
Nebraska 


Telephone Bill Signed 


HE governor has approved a new 

law to prevent duplication of tele- 
phone facilities. Although the state rail- 
way commission has only limited juris- 
diction over utilities in the state, the new 
legislation forbids any “person, firm, 
partnership, corporation, cooperative, or 
association” from offering service or con- 
structing lines in the existing service 
areas without a commission certificate. 


The commission before granting such 
a certificate must find that the territory 
to be served is not receiving adequate 
service, or that the existing telephone 
company is not willing or able to furnish 
the same. 

The law is so framed as to key it into 
the telephone section of the REA Act, 
which forbids loans for telephone service 
to co-ops or anybody else under such 
circumstances. 


New Jersey 


Natural Gas Probe Voted 


— its position the state sen- 
ate early this month unanimously 
directed the public utilities commission 
to investigate the cost of natural gas by 
the Elizabethtown Consolidated Gas 
Company of Elizabeth. 

Voting along strict party lines recent- 
ly, the Republican majority blocked pas- 
sage of a resolution by Senator Vogel 
(Democrat, Middlesex) calling upon the 
commission to make an investigation of 


increased cost to consumers as against 
the price of manufactured gas. 

The Elizabethtown company has been 
converting from manufactured to natural 
gas in the Middlesex-Union county area. 
Vogel told the senate the company had 
advised consumers in advance the 
change-over would bring a reduction in 
gas bills. On the contrary, Vogel said, 
there have been increases in bills through- 
out Middlesex county ranging up to 50 
per cent. 


Pennsylvania 


Gas Line Tax Proposed 


“PRIVILEGE TAX” on natural gas line 
mileage in Pennsylvania was pro- 
posed recently as the source of new reve- 
nue to redeem $440,000,000 worth of 
World War II veterans bonus bonds. 
The money collected under the gradu- 
ated levy running up to $100 a mile 
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would be poured into the bonus bonds 
sinking fund until the huge debt was re- 
tired. 

The measure, co-sponsored by Repub- 
lican Assemblymen W. Z. Scott, Carbon, 
and Edward Dunn, Northumberland, 
would impose taxes on the transmission 
lines according to pipe size. 
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Vermont 


Commission Bill Introduced 


ERMS of members of the state pub- 

lic service commission would be 

changed by a bill introduced in the state 

legislature by Representative Sylvester 
of St. Albans City early this month, 

Under the bill only the chairman of 


the commission would hold office for six 
years. Terms of the other two members, 
now six years, would be reduced to two 
years, and a further provision would 
prohibit the chairman from engaging in 
any other business, vocation, or employ- 
ment. 


Virginia 


Co-op Takes Fight to 
High Court 


ci Old Dominion Electric Codp- 
erative Administration early this 
month carried its fight to borrow $14,- 
320,000 from the Rural Electrification 
Administration for plant expansion to 
the state supreme court. 

It filed a petition for appeal from a de- 


cision of the state corporation commis- 
sion which turned down the co-op’s re- 
quest to authorize the loan after a lengthy 
series of hearings. 

Accompanying the petition filed by 
counsel for the co-op was the voluminous 
record of the case. Because of the size 
of the record to be printed, it appeared 
likely that the case would be argued be- 
fore the supreme court next fall. 


e 
Washington 


Power Firm’s Sale Halted 


pone of three public utility districts 
to buy the Washington Water Power 
Company were set back recently by a 
court ruling that the purchase would be 
illegal. 

Judge B. B. Horrigan granted the 
permanent injunction asked by seven 
Spokane citizens to halt the deal. 

However, he left the way open for the 
PUDs’ purchase of Washington proper- 
ties of the company. His opinion said he 
did not believe the 1949 power law passed 
by the Washington legislature gave them 


the right to purchase facilities outside 
the state. About 25 per cent of WWP 
properties are in northern Idaho. 

Horrigan said his ruling might have 
been different if the PUD’s had shown 
an intention to sell the Idaho properties 
to interests in that state. 

He said he believed the sale of the 
Washington property of the power com- 
pany to the PUD’s would be legal under 
the 1949 power law. But he said he 
doubted the Washington state law gave 
them authority to go outside the state 
and “buy properties three times larger 
than their own.” 


Wisconsin 


Assembly Demands Commission 
Explanation 

HE assembly recently demanded an 

explanation from the state public 


service commission of natural gas rates 
in Wisconsin. 
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Assemblymen unanimously approved 
a resolution asking the commission to re- 
port to the legislature as soon as possible 
why Wisconsin natural gas rates are 
higher than in neighboring states, how 
they are computed in the state, and 
whether it’s possible to reduce them. 
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Seven Per Cent Return Used to Test Reasonableness of Rates 


TT Wisconsin commission em- 
ployed a maximum return of 7 per 
cent to test the reasonableness of tem- 
porary rates at several exchanges of a 
telephone utility. The highest rate of 
return permitted any exchange when the 
rates were established was 6.7 per cent. 
The 7 per cent was used in order to give 
consideration to the time element in- 
volved in the consummation of the com- 
pany’s dial-conversion and plant-margin- 
restoration program and to the fact that 
5-year average rates of return had been 
used in the order originally establishing 
the rates. 

After determining that some refund 


should be made, the commission ruled 
that a fair and reasonable allocation of 
the refund of overcharges collected un- 
der the temporary rates should be made 
to each class of service by applying to 
the amount refundable at each telephone 
exchange the percentage distribution of 
increases under the temporary rates. 

The commission authorized the com- 
pany to carry out the reparation order 
by issuing credits on future bills or mak- 
ing cash refunds, whichever could be 
done at lesser cost, provided that in any 
event all refunds should be made by the 
last day of the year. Re Wisconsin 
Teleph. Co. (2-U-2292). 


7 


Return Must Be Allowed on Reinvested Surplus 


4}. supreme judicial court of Massa- 
chusetts held a telephone rate order 
of the state department of public utilities 
to be confiscatory where it allowed only 
a 6 per cent return on stock capital. It 
concluded that under prevailing condi- 
tions new stock could not be sold unless 
the rate of return was increased substan- 
tially. The court believed that rates 
should yield a net return of at least 8.5 
per cent on stock capital, or 6.23 per cent 
on reinvested surplus. 

The department had used the prudent 
investment theory in fixing a rate base. 
In determining the fair rate of return 
upon that rate base, it had adopted the 
cost-of-capital method. The court ob- 
served that it had never passed upon the 
soundness of the prudent investment 
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theory of public utility valuation and the 
cost-of-capital method of determining a 
fair return. It accepted the theories in 
this case, however, because the company 
had accepted them. The court explicitly 
said, however, that its acceptance of the 
two theories in this case should not be 
construed as creating a binding prece- 
dent for the future. 

The court held that the company was 
entitled to a fair return on surplus re- 
invested in its business. This money, in 
the court’s opinion, belonged to the com- 
pany rather than to its customers. The 
money could have been paid out in divi- 
dends to the stockholders. Instead, it 
had been put into the plant for the bene- 
fit of the public, thus obviating the neces- 
sity of acquiring capital in some other 
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manner, upon which the company would 
have been entitled to a fair return. There 
is good authority to support the proposi- 
tion that a public utility has a constitu- 
tional right to a sufficient return to en- 
able it to accumulate a reasonable sur- 
plus. 

The court, in ordering increased rates, 
said that the company involved was one 
of the greatest and most necessary pub- 
lic utilities, and that it could not be per- 
mitted to fail in its service to the public. 
The company was legally and morally 
bound to increase its service to meet an 
insistent public demand. It had done so 
by borrowing on demand notes from an 
affiliated company. The company would 


e 


have to repay the money in the near fu- 
ture. 

It could not expect to retain this 
borrowed money indefinitely as part of 
its capital structure. 

The company’s only means of repay- 
ment was by obtaining new capital. It 
could not increase its debt ratio and, 
therefore, could obtain new capital only 
by selling a substantial amount of stock. 
The court believed that this could be 
done only if the company was allowed a 
return on stock capital substantially 
larger than the 6 per cent allowed by the 
department. New England Teleph. & 
Teleg. Co. v. Department of Public 
Utilities. 


Supreme Court Refuses to Review Rate Decision 


A= by a farmers’ educational 
cooperative for an order requiring 
a review of a South Dakota Supreme 
Court decision which reversed a denial 
of a telephone rate increase was rejected 
by the United States Supreme Court. 
The state court in its decision, reported 
in 85 PUR NS 368, pointed out that, 
since the utility claimed that the commis- 
sion order was confiscatory, a judicial 
determination as to both the law and the 
facts was required. The state court then 
overruled the commission as to the per- 
centage of company expenses assignable 
to intrastate operations with the observa- 


7 


tion that the mere fact that a certain per- 
centage of company property in the state 
is devoted to intrastate use does not re- 
quire that the same percentage be used 
in allocating expenses. 

Other items on which the state court 
differed with the commission were the 
costs of equipment purchased from an 
affiliated supplier, license payments to the 
parent telephone company, pension ac- 
cruals, depreciation expense, and the ex- 
penses of metalizing rural lines of the 
company. Farmers’ Union Educational 
& Coop. Asso. et al. v. Northwestern 
Bell Teleph. Co. 


Express Company’s Pickup and Delivery Service Not 
A Matter of Right 


R= pickup and delivery service by an 
express company cannot always be 
demanded as a matter of right, and a 
company may be justified in refusing to 
offer it where the points to be served are 
not readily accessible or are at far re- 
moved places, or where traffic is insuffi- 
cient to meet expenses incurred, or is of 
such a nature as to preclude its move- 
ment by express, according to the 
Colorado commission. 

In this instance the Railway Express 
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Company petitioned for authority to dis- 
continue pickup and delivery service be- 
cause revenues from such service were 
insufficient to meet expenses incurred. 
The commission held that the offering 
of pickup and delivery service, or the cur- 
tailment of such service, must be gov- 
erned by the conditions at the particular 
location and that a discontinuance was 
justified in this case. 

Notwithstanding the fact that some 
customers would be inconvenienced, the 
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commission felt that public necessity 
would be better served by permitting dis- 
continuance in order to effect a small 
economy and a slight profit at the station 


and thereby help protect the over-all serv- 
ice. Re Railway Express Agency, Inc. 
(Investigation and Suspension Docket 
No. 322, Decision No. 36135). 


7 


Public Entitled to Notice Concerning Rate Increase 


bbe Florida commission authorized 
a telephone company to increase 
rates so as to produce a return of 7 per 
cent on original cost, less depreciation, 
plus working capital. Consideration was 
given to special hazards faced by this 
company. It operated in a sparsely set- 
tled area and for several years had suf- 
fered hurricane damage. 

The company’s procedure was criti- 
cized. It had petitioned for a rate in- 
crease to produce a specified rate of re- 
turn without filing proposed rates. The 
commission commented : 


The statutes of Florida contemplate 
that changes in telephone rates shall 
be accomplished by submitting to this 
commission a schedule of the new or 


proposed rates and charges together 
with a notice that said rates will be- 
come effective thirty days from the 
date filed with the commission. An 
order is then entered by the commis- 
sion suspending the proposed rates 
and calling a public hearing for the 


purpose of investigating the reason- 
ableness of said rates and the revenue 
needs of the utility. In this way the 
public or subscriber is acquainted with 
the new rates the telephone company 
expects him to pay in the future. 


When nothing more is filed than a 
petition, said the commission, the sub- 
scriber is left entirely in the dark until 
the hearing has been completed and the 
commission has determined the rate base, 
and any dollar increase to be allowed, 
and the rates which will produce that re- 
turn have been submitted for approval. 

In this case, since no objection had 
been raised concerning the method em- 
ployed, the commission disposed of the 
matter on its merits, but it said that in 
future cases of this kind it will require 
that a schedule of present and proposed 
rates be submitted before the public hear- 
ing and that information as to revenues 
be given. Re Inter-County Teleph. & 
Teleg. Co. (Docket No. 3145-TP, Order 
No. 1660). 


e 
Minimum Bank Balance Working Capital Allowance Rejected 


HE complaint of several municipali- 

ties against the rates of a natural 
gas company was dismissed by the Penn- 
sylvania commission. The rates, the 
commission found, would produce a re- 
turn of less than 6 per cent, which was 
not in excess of a fair return upon any 
fair value finding which it could justi- 
fiably make. 

The municipalities’ claim that income 
from the company’s gasoline absorption 
operations should be accounted for in 
such a way as to give natural gas cus- 
tomers the benefit of it was allowed by 
the commission. This absorption op- 
eration, in which gasoline is extracted 


from “wet” gas as part of the process 
of purification, was found to be an in- 
tegral part of the company’s natural gas 
business. The profits or losses of this 
operation, as well as the value of the 
property dedicated to it, should be con- 
sidered in a natural gas rate proceeding. 

The commission made a working cap- 
ital allowance equal to the cash outlays 
of the company during the forty-five days 
between the time service is rendered and 
customer bills are paid. A request for 
an allowance equal to the minimum bank 
balances which the company was re- 
quired to keep was rejected with the 
comment : 
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We do not doubt that banking fees 
would be required if certain minimum 
balances were not maintained, nor do 
we take issue with the amount claimed 
as the minimum. But we do think that 
the sum claimed would be more than 
offset by funds collected from custom- 
ers and set aside for operating costs 
which are not required to be paid until 
well into the future. In our opinion, 
the only justifiable allowance for this 
item would be to include in operating 
expenses the banking fees which re- 
spondent would be required to pay, 
over a 45-day period, if the required 
balances were not maintained. But the 
record does not disclose what those 
fees would be, if any. 


The commission disallowed a claim 


that space-heating rates which were sub- 
stantially higher than rates for general 
service were discriminatory. It pointed 
out that “one important factor affecti 
cost of service has to do with the peak 
demand made by customers upon the 
utility during a given period, for that de- 
mand determines what the public utility 
must have available in plant capacities 
and supply to furnish adequate service to 
the public. 

The state commission observed that 
the company had been required to 
make substantial expenditures for the 
storage of gas underground so that it 
would always be able to satisfy the peak 
demand of heating customers. Greens- 
burg v. Peoples Nat. Gas Co. (Complaint 
Docket Nos. 14417, 14453, 14458). 


e 


Income High Enough to 


HE Wyoming commission upheld a 

complaint against an oil pipeline 
company’s initial rates. The utility was 
charging rates to enable it not only to 
retire all of its outstanding capital stock 
when its pipeline should reach its eco- 
nomic limit, but also to pay at least an 
annual dividend of 5 per cent during the 
interim. 

The commission said that while it was 
not its particular province to protect util- 
ity stockholders, or to enjoin the com- 
pany from paying dividends on capital 
stock, it could find that the rates designed 
to retire that stock and to pay dividends 
on it pending retirement were unjust and 
unreasonable, and it did so. 

The commission observed that if any 
utility, regardless of its economic life, is 
permitted to plow back into capital in- 
vestment its net income in excess of 
depreciation requirements, a reasonable 
dividend to its stockholders, and a rea- 
sonable “carry down” to surplus, its 
patrons become unwilling investors in 
its business without any proprietary in- 
terest. In other words, the customers 
are no longer paying a reasonable rate 
for service, but are investing money in 
the enterprise without any return theron. 
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Finance Plant Disallowed 


Under existing rates the company 
would own a pipeline free and clear of 
encumbrances and fully depreciated at 
the end of five years. The commission 
pointed out that if at the end of that 
period it should base the company’s rates 
upon the physical value of its utility 
property, the company would enjoy a 
return on capital already returned to it 
by its ratepayers. On the other hand, 
if it should reduce the rates at that time 
because of the complete liquidation of the 
company’s capital investment, it would 
be discriminating against the early rate- 
payers. They would have been paying 
excessive rates so that the later rate- 
payers might have the free use of retired 
facilities. Therefore, the commission 
found that the company should finance 
new capital additions with equity or debt 
capital and should reduce rates. 

The commission also held that the 
company could not deduct excessive an- 
nual depreciation charges from operat- 
ing income and plow them back into 
capital investments. The ratepayers 
would be paying twice for depreciation 
under that practice—once to build up the 
required depreciation reserve—and for- 
ever upon capital contributed by them. 
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Consequently, the commission refused 
to use net investment of the company to 
determine a rate base. 

A request for an order directing the 
company to enter into joint rates with 


other pipeline common carriers was 
denied, since there was no showing of 
clear public necessity for the joint rates. 
Frontier Refining Co. v. Plains Pipe Line 
Co. (Docket No. 9175). 


e 
Intrastate Operations Not Adequately Separated 


HE New Jersey Board of Public 
Utility Commissioners denied an 
application by an interurban rapid transit 
company for a rate increase principally 
because of the fact that the company’s 
evidence as to rate base, separations, 
revenues, and expenses was insufficient. 
The company offered exhibits from its 
book entries showing the investment in 
the property as a whole devoted to in- 
terstate and intrastate service. No evi- 
dence in support of the book entries was 
introduced. 

The state board refused to accept 
the entries at face value. No other evi- 
dence of reproduction cost or other in- 
formation on which a property valuation 
could be established was introduced. No 
separation of the company’s intrastate 
property was proved. 

The board accepted as law the follow- 
ing ruling from an earlier railroad rate 


decision (87 PUR NS 235) in which it 
was held that a rate base need not be 
made out “because the record by com- 
petent and adequate proof established the 
revenues, operating expenses, the rea- 
sonableness of such expenses; a sub- 
stantial failure, under existing fares, of 
revenues to meet operating expenses and 
that the proposed increased fares will 
produce revenues lessening but not 
eliminating the excess of expenses over 
revenues.” 

The board then pointed out that even 
under this ruling the company’s proof 
was insufficient since without a proper 
apportionment between interstate rev- 
enues and expenses it would not be pos- 
sible to determine that present intrastate 
fares were yielding insufficient revenues 
to meet intrastate operating expenses. 
Re Hudson & Manhattan R. Co. 
(Docket No. 4878). 


e 


Telephone Rate Increase Contingent on Improved Service 


Te Michigan commission, in author- 
izing a telephone company to in- 
crease rates, provided that existing rates 
at some of the exchanges should remain 
in effect until such time as the plant is 
rebuilt and rehabilitated and service 
made adequate at those exchanges. The 
new rates would provide a return of 5.79 
per cent. The commission believed that 
this return would permit the company 
to secure sufficient funds to continue its 
construction program and to earn a rea- 
sonable rate of return. 

Net plant investment, consisting of 
gross plant less depreciation reserve, 
plus working capital and materials and 
supplies, was accepted as the rate base. 
The commission said that plant under 
construction should not be included in 


the rate base unless credit is taken in 
operating income for interest charged on 
the balances in the plant under construc- 
tion account, or unless revenues to be 
received when the plant under construc- 
tion is placed in service are included in 
gross revenue calculations. 

Plant adjustments representing sums 
in excess of original cost paid to affiliated 
interests were also excluded. The com- 
mission said that payments for plant in 
excess of original cost to nonaffiliates 
could be either included in the capitaliza- 
tion rate base or the amortization of such 
sums could be included in the operating 
expense calculations. For these reasons 
the company’s presentation of its case on 
the basis of its capitalization was rejected 
for rate-making purposes. 
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The company’s senior obligations, in- 
cluding bonds and preferred stock, com- 
prised over 76 per cent of the capital 
structure. This was considered undesir- 
able. The high percentage of senior 
obligations had resulted in high income 
absorption ratios for the company, indi- 
cating little protection for the senior ob- 
ligations in event of earnings decline. 

One reason for the high proportion of 
senior capital appeared to be low earnings 
over the years. The commission said, 
however, that it was not bound to recog- 


nize the high cost of capital resulting 
from an undesirable capital structure 
with high imbedded capital costs. In 
making rates it may contemplate a more 
desirable ratio of debt securities to 
equity securities, and the resultant lower 
over-all costs of capital. Consequently, it 
believed that in future financing it would 
be desirable to increase the equity invest- 
ment ratio in order to afford the senior 
securities better protection and permit 
refunding at lower costs. Re Michigan 
Associated Teleph. Co. (T-552-51.1). 


7 


Stock Split-up Disapproved Pending Correction of Accounts 


HE District of Columbia Public 
Utilities Commission refused to 
authorize a transit company to split its 
stock until it eliminated from its books 
intangible items in excess of original cost 
through the creation of a capital surplus 
by reducing the par value of the capital 
stock. 
It believed it would be contrary to 
public interest to authorize the issu- 


ance of new stock certificates in place of 
those presently outstanding with the 
possibility existing that shortly there- 
after the recipients of the new certificates 
would be requested to approve an addi- 
tional change in the par value in order 
to provide that capital surplus. Re 
Capital Transit Co. (PUC No. 3503, 
Formal Case No. 403, Order No. 
3751). 


e 


Officers’ Salaries Allowed Even Though Not 
Paid in Prior Years 


te complaint of several water users 
against the new rates of a water 
company was dismissed by the Pennsyl- 
vania commission when it found that 
these rates permitted the company a re- 
turn of only 2.56 per cent on its rate base. 

The commission approved the com- 
pany’s method of arriving at original cost 
by obtaining those costs which were 
available from company records and by 
trending reproduction cost prices back to 
prices prevailing in years of construction 
for property for which records were not 
available. The company’s determination 
of accrued depreciation on both repro- 
duction cost and original cost on a 
straight-line basis, applied to the ages 
and estimated lives of the various prop- 
erty items, and its computation of annual 
depreciation on a straight-line age-life 
basis were similarly approved. 

The exception of the complaining con- 
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sumers to the payment of salaries to 
company officers on the ground that no 
salaries were paid them in prior years 
was overruled. Allowance of such ex- 
penses depends on whether the officers 
actively performed services for the 
salaries received. There was no evi- 
dence in the record that these officers 
did not perform service. 

Expenditures for the office rent and 
office expenses of a parent company 
were disallowed. The commission did 
not feel that a small company should ab- 
sorb any office costs of its parent com- 
pany when it had expended a consider- 
able sum for its own office costs. 

The commission allowed the expenses 
of the rate proceeding to be charged 
against ratepayers but required that they 
be amortized over a 5-year period. Reese 
et al. v. Shavertown Water Co. (Com- 
plaint Docket No. 14474). 


592 





PROGRESS OF REGULATION 


Other Important Rulings 


fe Wisconsin commission, in in- 
vestigating a telephone company’s 
refusal to extend service to persons be- 
ing served by other companies, held that 
an existing public utility is entitled to a 
reasonable opportunity to make its serv- 
ice adequate but that if it fails to do so 
after that opportunity has been given, 
another public utility may be authorized 
to serve the affected area. Re Langlade 
Teleph. Co. (2-U-3441). 


The Maine commission authorized in- 
creased rates for an electric utility, esti- 
mated to give a net return of 6.05 per 
cent on investment less depreciation and 
contributions plus an allowance for 
working capital, the commission noting 
that a revenue increase of $287,600 
would under Federal tax laws net the 
company approximately $152,000. Re 
Maine Pub. Service Co. (FC No. 1371). 


The public utilities commission of the 
District of Columbia, in authorizing a 
telephone company to issue notes to its 
parent company to finance a construction 
program, said that by reason of the sole 
ownership of the company’s securities by 
the parent company, its cost of capital, 
based upon its own capital structure, 
could not be used for the purpose of de- 
termining the reasonable rate of return. 
Re Chesapeake & Potomac Teleph. Co. 
(PUC No. 2614/15, Formal Case No. 
404, Order No. 3743). 


The Colorado commission held that a 
cancellation, by its staff, of a motor car- 
rier’s operating authority for failure to 
file an equipment list, without a show- 
cause order and a formal order canceling 
such authority, is a taking of responsibil- 
ity and power which the commission does 
not delegate and such action is illegal 
and contrary to law. Britt et al. v. North- 
ern Distributing Co. (Case No. 4999, De- 
cision No. 36137). 


_ The South Dakota commission author- 
zed the substitution of a triweekly freight 
service in lieu of daily-except-Sunday 
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service where the loss to the railroad in 
the state for the past fifteen years had 
been considerable, notwithstanding that 
some shippers would be inconvenienced 
and some of the railroad employees would 
either be without jobs or be transferred 
elsewhere. Re Minneapolis & St. L. R. 
Co. (F-2312). 


The Indiana commission, in authoriz- 
ing a motorbus carrier operating at a loss 
to discontinue certain runs, held that 
even though a number of people would 
suffer some hardship and inconvenience, 
such inconvenience and hardship would be 
small compared to that which might re- 
sult if the commission forced the company 
to continue these runs and eventually 
force the carrier into bankruptcy or re- 
ceivership, leaving the community with- 
out any service whatsoever. Re Central 
Swallow Coach Lines (No. 456-A, 1-2). 


The Indiana commission authorized 
railroads under its jurisdiction to dis- 
continue filing and posting of tariffs at 
stations where such tariffs had not been 
used within a period of two years and 
to supplement routing guides by adding 
new or additional routes to become effec- 
tive on ten days’ notice, under a statute 
giving the commission authority to grant 
relief from posting provisions. Re Central 
Territory Railroads (No. 22500). 


The Georgia commission authorized a 
natural gas company to charge higher 
rates in one community than in others 
where the distribution system for the 
community being charged the higher 
rates was not interconnected with the 
company’s remaining system and where 
the natural gas requirements for that 
city were procured from a different sup- 
plier at a higher rate, although the com- 
mission recognized that uniform rates 
are generally approved. Citizens of 
Athens v. Atlanta Gas Light Co. (File 
No. 19367, Docket No. 39-U). 


The United States Court of Appeals 
held that a motor carrier which trans- 
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ports dressed poultry, under a certificate, 
from eastern states to the Middle West 
and which transports eggs in shell, with- 
out a certificate, on the return trip, falls 
within the provision of the Interstate 
Commerce Act exempting certificate re- 
quirements while carrying agricultural 
commodities, unless the carrier also 
transports manufactured products at the 
same time in the same vehicle. [nterstate 
Commerce Commission v. Service Truck- 
ing Co., Inc. 186 F2d 400. 


The United States District Court held 
that the doctrine of public convenience 
and necessity does not apply, in a pro- 
ceeding to discontinue certain trains, 
when it has been clearly shown that the 
public has discontinued the use of such 
trains and continued operation is burden- 
some. Louisville & N. R. Co. v. Ala- 
bama Pub. Service Commission et al. 
94 F Supp 892, 893. 


The Pennsylvania commission dis- 


missed, without prejudice, an applica- 
tion for a motor carrier certificate, hold- 
ing that it is incumbent upon any appli- 
cant seeking rights from the commission 
to set forth in clear and unambiguous 
language exactly the rights for which the 
application is being made, as the 
protestants, in every case, are entitled to 
know exactly what right or rights the 
applicant is seeking. Re Airlines Transp. 
Co. (Application Docket No. 59687, 
Folder 4). 


The supreme court of Mississippi re- 
versed an order of the commission grant- 
ing a motor carrier certificate and held 
that such a certificate should not be 
granted where there is existing adequate 
service over the proposed route, or if in- 
adequate, unless the existing carrier has 
been given an opportunity to furnish 
such additional service as may be re- 
quired, Southern Bus Lines, Inc. v. 
Mississippi Pub. Service Commission et 
al. 50 So2d 149. 
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ARKANSAS PUBLIC SERVICE COMMISSION 


Re Southwestern Bell Telephone 


Company 


Docket No. U-462 
January 20, 1951 


H EARING to determine reasonableness of new rates filed by 
telephone company; requested rate increase denied and 
modified rate increase approved. 


Valuation, § 10 — Commission jurisdiction to fix value — Rate proceeding. 
1. The Commission has power to ascertain and fix the value of utility 
property in so far as that is material to the exercise of its jurisdiction in 
ascertaining just, reasonable, and sufficient rates, p. 106. 


Return, § 12 — Basis — Reproduction cost. 
2. Reproduction cost is too uncertain, speculative, and fictitious to be used 
as a basis for utility rates, since it varies from year to year, and even from 
week to week and day to day, p. 106. 


Return, § 11 — Basis — Original cost less depreciation reserve. 


3. A proper rate base for a telephone utility is the original or book cost 
of its property less its depreciation reserve, p. 110. 


Valuation, § 25 — Date of valuation — Telephone utility. 
4. A telephone company’s rate base was determined as of the last date of 
the calendar year in which the Commission was holding hearings as to 
proper rates, notwithstanding the fact that September 30th was the latest 
date upon which there was documentary evidence as to the company’s actual 
rate base and that projected figures had to be used to arrive at an end-of-the- 
year valuation, where the end-of-the-year date would be reasonable and 
just as to the present and also for a reasonable time in the future, p. 110. 


Valuation, § 300 — Materials and supplies — Proper allowance. 
5. A telephone company’s requested allowance for materials and supplies 
was accepted where the allowance would not be considered excessive under 
normal economic conditions and where, because of current military prepara- 
tions, the Commission was reluctant to substitute its judgment for that of 
the company as to the materials and supplies necessary to enable it to 
provide adequate and continuous service, p. 111. 


Valuation, § 290 — Working capital allowance. 


6. A telephone company was permitted a working capital allowance which 
was reasonable and proper in relation to its plant investment and its operat- 
ing revenues and expenses, notwithstanding the fact that it at no time had 
a balance of current assets over current liabilities, p. 111. 


Return, § 41 — Telephone company — Consideration of intercorporate relationship. 
7. The Commission, in considering the proper rate of return to be allowed 
7] 97 87 PUR NS 
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a telephone utility, cannot treat the company as if it were divorced from , 
nation-wide telephone system which owns and controls it, operates between 

80 and 90 per cent of all telephones in the United States, and owns 4 
manufacturing plant which furnishes the operating company with prac. fm él” 
tically all its materials and equipment, p. 112. 


Return, § 21 — Nonconfiscatory amount. 
8. A rate of return which is barely above that which would be confiscatory 
is not sufficient within the meaning of the Arkansas Public Utility Act 
p. 114. 


Return, § 111 — Telephone company. 
9. The Commission, in considering all the circumstances affecting rates, 
ruled that a return of 6 per cent was just and reasonable for a telephone 
company, p. 114. 

Expenses, § 87 — Payments under license contract — Telephone company. 

10. Payments made by a telephone company to its parent, under a license 
contract, which amounted to one per cent of its total gross exchange and tol 
revenues were allowed where the company sustained the burden of proving 
that the services under the contract were valuable and the price paid for 
them was reasonable, p. 114. 
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Depreciation, § 77 — Telephone company. 
11. A telephone company’s depreciation rate of 3.8 per cent was accepted 
by the Commission in the absence of testimony to the contrary, p. 116. 


Expenses, § 49 — Pension payments — Actuarial plan. 
12. A telephone company’s pension cost under an actuarial plan was allowed, 
over objections that a pay-as-you-go plan should be used, where the actuarial 
plan appeared to be safer and sounder, was approved by labor unions and 
employees, had been adopted by many other utilities and industrial corpo- 
rations, and was favored by company directors and executives notwith- 
standing the fact that they had no interest in the pension fund or in i 
administration, p. 116. 


APP’ 
Bell 7 
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Expenses, § 26 — Advertising to promote rate increase. horney 


13. A telephone company’s practice of using ratepayers’ money to conduc p,, . 
an advertising campaign to increase rates was condemned, p. 117. City At 
Rates, § 309 — Telephone connections and relocations — Compensatory charges. TGurdon 


14. A telephone company’s charges for making service connections and fo 
relocating telephones on the premises of subscribers should be fully com 
pensatory, and should not be so low as to require that an operating loss be 
made up by higher rates to the general public, p. 117. 
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Rates, § 555.1 — Telephone — Magneto and dial service — Differential. 
15. The differential between magneto and dial service should be one doll 
per month for business phones and 50 cents per month for residents 
phones, with the rural rate being the same for magneto service as for dia 


p. 118. 











Service, § 117 — Additions to telephone plant — Rates. 


Statement that it is a telephone company’s burden and responsibility 1 ile R 
make such additional investments to its plant account as are necessary withoulfi%f Pine 
regard to the rates charged individual subscribers for service and thi, 1 
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a company should not give subscribers the impression that the revenue to 
be obtained from a rate increase will be used to make additions, p. 102. 


Return, § 50 — Confiscation — Reasonableness. 
Statement that the lowest reasonable rate to be allowed a utility is one which 
is not confiscatory in the constitutional sense and that there is a zone of 
reasonableness in which the Commission is free to fix a rate varying in 
amount and higher than a confiscatory rate, p. 114. 


Valuation, § 69.1 — Payments for materials and supplies — Purchases from af- 
filiated supplier. 

Statement that the Commission, in determining the reasonableness of pay- 
ments made by a telephone utility to an affiliated supplier of equipment, 
should have information concerning the profits of the supplier on its busi- 
ness with the company whose rates are under consideration as well as its 
profits on its intrastate operations so that the Commission may determine 
whether any amount should be deducted from the company’s rate base by 
reason of excessive prices paid to the supplier, p. 116. 


Valuation, § 25 — Date of valuation — Documentary evidence. 


Statement, in dissenting opinion, that the valuation of the property of a 
telephone utility seeking a rate base should be made as of the latest date 
upon which there is documentary evidence in the record of the company’s 
actual rate base and should not be made at the end of the current year where 
estimated values, income, and operating expenses have to be used to arrive 
at such a valuation, p. 119. 


(Woop, Chairman, dissents.) 


> 


Grove Division of the city of Forrest 
City; W. E. Phipps, City Attorney, 
for the city of North Little Rock; Al- 
bert Middleton, Mayor of Mena; W. 


APPEARANCES: For Southwestern 
Bell Telephone Company: Blake 
Downie, Attorney, Edward L. Wright, 
Attorney, and Ronald J. Foulis, At- 


torney. 

For the Protestants: T. J. Gentry, 
City Attorney, Little Rock and city of 
Gurdon; Frank H. Cox, Assistant 
City Attorney of Little Rock; A. D. 
Shelton for the city of Hot Springs; 
abe Hoggard, for the city of El Do- 
ado; James Horner, for the city of 
Helena; Harold Harper, City Attor- 
ney, Fort Smith; Horace Whitsitt, 


Mean Lindsey, for the city of Bates- 
ile R. A. Ejilbott, Jr., for the city 
of Pine Bluff ; Richard McCulloch, Jr., 


ora group of citizens of the Beech 


C. Benton, City Attorney, for city of 
Mena; O. E. Westfall, City Attorney, 
for the town of Camden; T. J. Gentry, 
Chairman of Steering Committee for 
the cities of Fayetteville, Jonesboro, 
Malvern, Conway, Altheimer, Heber 
Springs, Forrest City, McGehee, 
Springdale, Dermott, Mammoth 
Spring, Benton, Van Buren, Marion, 
Helena, Bentonville, Arkadelphia, 
Searcy, Batesville, West Memphis, 
Hope, Beebe, and Harrisburg. 

For the Public Service Commis- 
sion: Warren E. Wood, Attorney, 
Thomas B. Fitzhugh, Attorney, M. E. 
Michell, Chief Accountant, and V. O. 
Purvis, Jr., Chief Engineer. 
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By the CoMMISSION : 


I 
Proceedings and the Parties 


On August 21, 1950, the South- 
western Bell Telephone Company 
(sometimes hereinafter referred to as 
the “Company’’) filed with this Com- 
mission schedules of increased rates 
for exchange, miscellaneous, and toll 
telephone service in the state of 
Arkansas. Said schedules were de- 
signed to increase the Company’s an- 
nual gross revenues by $4,600,000. 
The new schedule of rates was to be- 
come effective September 21, 1950. 
On August 22, 1950, this Commission 
entered an order of suspension deny- 
ing the increased rates. Proceeding 
under the provisions of Ark Stats 
§ 73-217, the Company filed with the 
Commission a bond payable to the 
state of Arkansas in the amount of 
$1,250,000 with the United States 
Guarantee Company, as surety. Said 
bond insured prompt payment of any 
damages or refunds to the persons 
entitled thereto, if the rates filed on 
August 21, 1950, were finally de- 
termined to be excessive. Under the 
statutory provision, this Commission 
is required to pass upon the adequacy 
of the amount of the bond and the 
sufficiency of the security. This Com- 
mission could not prevent the Com- 
pany from placing the increased rates 
into effect when the Company com- 
plied with statutory requirements. 
This Commission, on August 24, 1950, 
approved said bond as complying with 
the statutory requirements. The Com- 
pany thereupon placed the increased 
rates in effect on September 21, 
1950. 


The Commission set the hearing on 


the rate schedules to begin on Septem- 
ber 5, 1950. Prior to the hearing, due 
notice was given to the mayor and 
city council of each city and town in 
Arkansas then being served by the 
Company. Notice of the hearing was 
also given by publication in the news- 
papers in each of the counties served 
by the Company. The cities and towns 
(sometimes hereinafter referred to as 
“intervenors”) named in the caption 
hereof intervened in this proceeding 
through their own local counsel or 
through counsel selected by a “steer- 
ing committee” designated by par- 
ticipating cities. 

In addition, the Commission re- 
ceived either petitions or letters from 
various cities and towns served by the 
Company. 

Hearings began on September 5, 
1950, before the full Commission. The 
full Commission was present during 
the entire proceeding. The Company 
required eight days to present its direct 
evidence, concluding on September 14, 
1950. Further hearings for cross- 
examination and direct testimony of 
intervenors and staff and rebuttal tes- 
timony of the Company were held dur- 
ing October and November, 1950. The 
hearing was concluded on November 


28, 1950. 


Every opportunity was afforded the 
Company, intervenors and the Com- 
mission staff to present testimony or 


to cross-examine witnesses. The rec- 
ord in this case is long and contains 
many detailed technical exhibits pur- 
porting to substantiate the testimony 
given by the witnesses. There are 
2,741 pages in the transcript and, in 
addition, 160 exhibits were introduced 
in this record. 
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RE SOUTHWESTERN BELL TELEPHONE CO. 


II 


Southwestern Bell Telephone 
Company 


The Southwestern Bell Telephone 
Company is a corporation, organized 
and existing under and by virtue of 
the laws of the state of Missouri, and 
is duly authorized and qualified to 
transact telephone business as a public 
utility in the state of Arkansas. In 
addition, the Company is engaged as 
a public utility in providing telephone 
service in the states of Missouri, Okla- 
homa, Kansas, Texas, and a small por- 
tion of the state of Illinois, across the 
Mississippi river from the city of St. 
Louis. The Company furnishes over 


80 per cent of the exchange telephone 
service in the state of Arkansas, and 
in addition furnishes practically all 
of the toll telephone service within 


the state. 

The Company is a wholly owned 
subsidiary of the American Telephone 
and Telegraph Company. The Ameri- 
can Telephone an Telegraph Com- 
pany (sometimes hereinafter referred 
to as “American Company”) owns 
99.99 per cent of the outstanding cum- 
mon stock of the Company. This 
stock of the Company is not traded 
on any exchange nor is any of the stock 
available for purchase by others. The 
Company, in addition to the stock 
owned by the American Company, had 
bonds outstanding in the amount of 
$175,000,000 as of December 31, 
1949. These bonds are held by the 
public. 


III 


American Telephone and Telegraph 
Company 


The American Telephone and Tele- 
graph Company is the largest corpora- 
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tion in the United States. As of De- 
cember 31, 1949, it had total assets 
in excess of $10,000,000,000. The 
American Company is the giant in the 
telephone industry. The American 
Company and its associated companies 
supply more exchange and toll service 
than all other telephone companies in 
the United States combined. The 
American Company is the owner in 
whole or in part of 18 operating tele- 
phone companies in addition to the 
Company. These companies are gen- 
erally referred to as the “Bell System.” 

The American Company also owns 
99.80 per cent of the stock of the West- 
ern Electric Company. The Western 
Electric Company is the manufacturing 
subsidiary making practically all of the 
telephone equipment used by the Com- 
pany and other members of the Bell 
System. 


The American Company also owns 
50 per cent of the stock of the Bell 
Telephone Laboratories, a corporation 
engaged in research and development 
for the Bell System. The remaining 
half interest in the Bell Laboratories is 
owned by the Western Electric Com- 
pany. The above-described activities 
of the American Company are under 
what is known as their “General De- 
partment.” In addition to the General 
Department, there is also the “Long 
Lines Department” of the American 
Company. The Long Lines Depart- 
ment is responsible for the construc- 
tion, maintenance, and operation of a 
nation-wide and international toll net- 
work interconnecting cities of this 
country and also overseas points. The 
Long Lines Department is an inter- 
state or international operation and is 
under the jurisdiction of the Federal 
Communications Commission. 
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IV 
Western Electric Company 


The Western Electric Company is 
a wholly owned subsidiary of the 
American Company. For practical 
purposes it is the manufacturing arm 
of the Bell System. The Western Elec- 
tric Company supplies practically all 
of the equipment used by the Company 
in providing telephone service. In 
addition, the Western Electric Com- 
pany installs a large portion of the 
equipment manufactured by it. The 
Western Electric Company is not a 
public utility as defined by the courts 
of this country. This Commission 
does not have jurisdiction or authority 
to regulate the Western Electric Com- 


pany. 
Vv 


Growth of Telephone Business in 
Arkansas 


The Company has rapidly expanded 
telephone facilities in the state of 
Arkansas since World War II. From 
the end of 1945 until the end of 1949, 
the records of the Company indicate an 
expansion from an investment of $23,- 
303,000 to $49,926,000. The number 
of telephones in Arkansas has doubled 
since 1943—increased from approxi- 


mately 100,000 to 200,000. 


Despite this construction work, the 
record in this case indicates a need for 
additions to the telephone plant in 


Arkansas. The record reflects that 
there are approximately 8,000 people 
now waiting for telephone service, 
and an additional 15,000 have applied 
for an up-grade in their service. Up- 
grading of service means securing 
either individual lines or being trans- 
ferred from a multiparty circuit to a 
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circuit with a fewer number of sub- 
scribers. 

The Company introduced testimony 
in the record regarding a program for 
the expenditure of approximately $38,- 
000,000 during the next three years 
to improve and expand telephone serv- 
ice within the state of Arkansas. The 
Commission is of the opinion that 
the Company, through newspapers, 
radio and other advertising, failed to 
make the individual subscribers and 
the public understand their program of 
expansion and its relationship to the 
rate increase applied for by the Com- 
pany. This Commission was appalled 
by the number of complaints received 
from individuals and municipalities 
concerning the Company’s proposal 
that it was going to make additional 
improvements within the state of 
Arkansas to its plant facilities within 
the next three years in an amount of 
$38,000,000 from increased rates. 
The advertising used by the Company 
apparently left the impression with the 
consuming public that the Company 
was demanding the prepayment of the 
$38,000,000 by the present subscribers 
for service. The facts are that none 
of the revenues to be derived from the 
increases in the rates will be used to 
pay for the expansion of the Com- 
pany’s plant. The additional earnings 
are required in order to earn an ade- 
quate rate of return and thereby attract 
the new capital needed to provide the 
new plant. The Commission feels that 
an explanation should be made to the 
effect that it is the Company’s burden 
and responsibility to make any addi- 
tional investments to its plant account 
without regard to rates charged the in- 
dividual subscribers for service now 
being utilized, the Company being be- 
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ing entitled by law to receive a fair 
return on its investment actually 
dedicated to public use. 


VI 
The Issues 


In the present case, as in most rate 
cases, the principal controversies are 
on the question of the rate base and the 
rate of return that the Company should 
earn on the rate base after it has been 
established. The Company insists that 
the fair value of its property used and 
useful in the public service should 
form the basis for its rates, and the 
reproduction cost, less observed de- 
terioration, should be a dominant fac- 
tor in determining such value. The 
Company also insists that there should 
be added to its computed reproduction 
cost less deterioration an allowance for 
materials and supplies on hand and 
cash working capital. On the other 
hand, the intervenors and the Com- 
mission staff insist that the original 
cost, or the amount prudently invested 
in the enterprise, less the depreciation 
reserve, should be established as the 
rate base. In the present case, since 
there is no testimony to indicate that 
the Company’s investments were not 
prudently made or to show that the 
Company’s books were not correctly 
kept, prudent investment, original 
cost, and book cost will be used as be- 
ing synonymous. 

On the question of rate of return, 
the Company insists that its rate of 
return should be at least 63 per cent on 
the present value, or reproduction cost, 
less deterioration, plus material and 
supplies on hand and cash working 
capital; or, at least 8 per cent on net 
investment, which would be original 
cost, less depreciation reserve. 
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The decrease in the Company’s rate 
of return has been due largely to the 
rapid rise in the costs of labor and 
materials. The telephone. plant in 
service in Arkansas has increased, ac- 
cording to the Company’s figures, from 
about $23,000,000 in 1945 to about 
$50,000,000 in 1950. The cost of 
each new addition was considerably 
greater than the one before, causing 
the rate of earnings per telephone to 
decrease with each new addition. The 
following illustration is given on this 
point in the Company’s brief: “Sup- 
pose the Company had one telephone 
which, with its related equipment, cost 
$100 and from this telephone it had an 
annual net income of $7. It then has 
a return of 7 per cent on the invest- 
ment. Now another telephone and re- 
lated equipment are added at a cost of 
$200, and from this the Company also 

s a net income of $7. The Com- 
Any then has a total net income of 


$14 and an investment of $300, or a 
rate of return of only 4% per cent.” 
Another factor in the attrition of net 
earnings comes from the great increase 
of rural telephones, which are con- 
structed at greater cost than the aver- 


age urban telephone. Still another 
factor is the increase in the ratio of 
residence telephones to business tele- 
phones. In 1940, 42 per cent were 
business telephones and 58 per cent 
were residence telephones ; but in 1950 
the business telephones had decreased 
to 31.5 per cent, and the residence tele- 
phones had increased to 68.5 per cent. 
The charge for a business telephone is 
substantially more than the charge for 
a residence telephone. 

It is conceded by all parties that the 
Company is entitled to an increase in 
rates. The only controversy on this 
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point is as to how much the increase 
should be. Dr. John Bauer, consulting 
economist and author of several books 
relating to public utility regulation, 
testified as a witness for the intervenors 
that an increase of 10 per cent would 
suffice, and that such an increase would 
produce a 4} per cent return on the 
prudent, or net, investment, which he 
said consisted of the original cost of 
the plant less depreciation as measured 
by the reserve, plus working capital 
as actually supplied by the Company or 
its investors. However, he recom- 
mended a return of 5 per cent, includ- 
ing one-half of one per cent, which was 
to be placed in a rate stabilization re- 
serve account. Dr. Herbert B. 
Dorau, economist, professor of eco- 
nomics at the University of New York, 
and also author of books, testified for 
the Company that the rate of return 
should, in his opinion, be 64 per cent 
on present value, or reproduction cost 
less observed deterioration, or, at least 
8 per cent on the net investment. 

In addition to the disagreements as 
to the value of the Company’s invest- 
ment for rate-making purposes and the 
rate of return, there are other contro- 
versies as to allowance for working 
capital, rate of depreciation, accrual 
for pensions, amount of deductions for 
expenses, and other disagreements. 


VII 
Rate Base 


This Commission has the powers 
that were conferred on the Department 
of Public Utilities by Act 324 of the 
1935 General Assembly. The act is 
a comprehensive statute, consisting of 
71 sections, granting broad powers for 
regulating utilities. Under the said 
act this Commission is given the power 
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to: “Find and fix just, reasonable, 
and sufficient rates to be thereafter 
observed and enforced and demanded 
by any public utility.” 

Before rates can be fixed, we must 
first determine the rate base. The 
act, § 19(4), further provides that the 
Commission may: “Ascertain and fix 
the value of the whole or any part of 
the property of any public utility, in 
so far as the same is material to the 
exercise of the. jurisdiction of the De- 
partment, and the Department may 
make revaluations of the whole or 
any part of said property from time to 
time and ascertain the value of any new 
construction, extension, and additions 
to, or retirements from, the property of 
every public utility.” 

Congress in 1938 passed an act for 
the regulation of gas sold in interstate 
commerce. This Federal statute pro- 
vided that “all rates shall be just and 
reasonable.” (15 USCA § 717(c).) 

“The Commission may investigate 
and ascertain the actual legitimate cost 
of the property the deprecia- 
tion therein, and, when found neces- 
sary for rate-making purposes, other 
facts which bear on the determination 
of such cost or depreciation and the 
fair value of such property.” (Id. 
§ 717 (e).) 

The Supreme Court of the United 
States construed this Federal statute 
in Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 88 
L ed 333, 51 PUR NS 193, 199-202, 
64 S Ct 281. The gas company insist- 
ed that the rates should be based on the 
fair value of its property at the time of 
the hearing, and that the reproduction 
cost new was a controlling factor in 
determining the fair value of the prop- 
erty. The Commission refused to place 
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any reliance on reproduction cost, say- 
ing that it was “not predicated upon 
facts’ and was “too conjectural and 
illusory to be given any weight in these 
proceedings.” It likewise refused to 
give any “probative value” to trended 
“original cost,” since it was “not 
founded on fact,” but was “basically 
erroneous” and produced “irrational 
results.” 

The Federal Power Commission 
based its findings on the original cost 
of the property less depreciation. The 
Supreme Court did not approve the 
method by which the Commission es- 
tablished the rates, but refused to say 
that the rates as fixed by the Commis- 
sion were unjust or unreasonable. 

The court noted the amount of 
capital invested in the Company, the 
amount of dividends which had been 
paid on its stock and which would 
probably be paid under the rates as 
established by the Commission, and 
other things relating to the Company’s 
efficient management, established 
market, financial record, affiliations, 
and its prospective business. It then 
said: “In view of these various con- 
siderations, we cannot say that an an- 
nual return of $2,191,314 (64 per cent 
on actual legitimate cost as found by 
the Commission, less depreciation and 
depletion) is not ‘just and reasonable’ 
within the meaning of the act.” 


“Under the statutory standard of 
‘just and reasonable’ it is the result 
reached, not the method employed, 
which is controlling. It is 
not theory, but the impact of the rate 
order which counts. If the total effect 
of the rate order cannot be said to be 
unjust and unreasonable, judicial in- 
quiry under the act is at anend. The 
fact that the method employed to reach 
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that result may contain infirmities is 
not then important. : 

“Rates which enable the Company 
to operate successfully, to maintain its 
financial integrity, to attract capital, 
and to compensate its investors for 
the risks assumed certainly cannot be 
condemned as invalid, even though 
they might produce only a meager 
return on the so-called ‘fair value’ rate 
base.”’ 

The court further said, “The heart 
of the matter is that rates cannot be 
made to depend upon ‘fair value’ when 
the value of the going enterprise de- 
pends on earnings under whatever 
rates may be anticipated 

“The incongruity between the actual 
operations and the return computed on 
the basis of reproduction cost suggests 
that the Commission was wholly jus- 
tified in rejecting the latter as the meas- 
ure of the rate base 

“The rate-making process under the 
act, i. e., the fixing of ‘just and rea- 
sonable’ rates, involves a balancing of 
the investor and the consumer inter- 
ests the investor interest has a 
legitimate concern with the financial 
integrity of the company whose rates 
are being regulated. From the in- 
vestor or company point of view, it is 
important that there be enough reve- 
nue not only for operating expenses, 
but also for the capital costs of the 
business. These include service on the 
debt and dividends on the stock . . . 
By that standard, the return to the 
equity owner should be commensurate 
with returns on investments in other 
enterprises having corresponding risks. 
That return, moreover, should be suf- 
ficient to assure confidence in the finan- 
cial integrity of the enterprise, so as to 
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maintain its credit and to attract 
capital.” 

We concur in the statement made in 
the Telephone Company’s brief that the 
Supreme Court of the United States in 
the Hope Natural Gas Company Case, 
supra, did not place regulatory bodies 
in a “strait jacket.” As we understand 
the opinion, the court held that Con- 
gress simply required that all rates be 
just and reasonable and left the Federal 
Power Commission free to use its own 
judgment as to how the statutory 
standard, “just and_ reasonable,” 
should be sustained. The decision in 
Federal Power Commission v. Hope 
Nat. Gas Co. supra, did not place reg- 
ulatory bodies in a strait jacket, but it 
took us out of the strait jacket that the 
Supreme Court of the United States 
placed us in by its decision in Smyth 
v. Ames (1898) 169 US 466, 42 L ed 
819, 849, 18 S Ct 418, when it held 
that the basis of rates must be the “fair 
value of the property being used by it 
(the utility) for the convenience of the 
public.” 


[1] The Arkansas Public Utility 
Act (Act 324 of 1935) cannot be dis- 
tinguished from the statute construed 
in the Hope Natural Gas Company 
Case, supra, on the matter of public 
utility rates, except that our statute 
adds the words “and sufficient” after 
the words “just”? and “reasonable.” 
Neither the Federal statute nor the 
Arkansas statute requires the Commis- 
sion to determine the present value of 
the property. The Arkansas statute 
simply provides that the Commission 
“shall have the power to ascertain and 
fix the value in so far as the same is 
material to the exercise of the jurisdic- 
tion of the Department.” 


It is our opinion that the Arkansas 
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legislature intended to grant to this 
Commission untrammeled authority 
within the limits of the words “just, 
reasonable, and sufficient” as used in 
the statute. Re Arkansas Power & 
Light Co. (Ark 1944) 55 PUR NS 
129; Re New Jersey Bell Teleph. Co. 
(NJ 1947, 1949) 72 PUR NS 37, 78 
PUR NS 97 ; Consolidated Edison Co. 
v. Maltbie (1949) 275 App Div 475, 
80 PUR NS 521, 91 NYS2d 39; Re 
Northwestern Bell Teleph. Co. (SD 
1949) 81 PUR NS 375; Ex Parte 
Southern Bell Teleph & Teleg. Co. 
(La 1949) 79 PUR NS 33; Re South- 
western Bell Teleph. Co. (Mo 1949) 
77 PUR NS 33; Re Southern Bell 
Teleph. & Teleg. Co. (Fla 1949) 80 
PUR NS 161; New England Teleph. 
& Teleg. Co. v. New Hampshire 
(1949) 95 NH 353, 78 PUR NS 67, 
64 A2d 9; Re Pacific Teleph. & Teleg. 
Co. (Or 1948) 73 PUR NS 100; 
Re Chesapeake & P. Teleph. Co. (Va 
1950) 83 PUR NS 61, 85 PUR NS 
435; Re Illinois Bell Teleph. Co. 
(Ill) Cases 36883 and 36870, con- 
solidated, decided Oct. 7, 1949; Re 
Chesapeake & P. Teleph. Co. (DC 
1950) 86 PUR NS 379; Re New 
England Teleph. & Teleg. Co. (Vt 
1950) 83 PUR NS 414. 


[2] The public usually insists on 
having a low rate base and the utility 
usually asks for a high base, but a base 
which is too low is harmful to both 


sides. It not only results in an unjust, 
unfair, and insufficient return to the in- 
vestor, but is bound to result in poor 
and inadequate service. These con- 
flicting interests from time to time 
have brought about inconsistencies in 
the conduct of the contending parties 
in rate litigation. When the rate hear- 
ing has been held at a time when prices 
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are low and the value of money is high, 
the consumers have insisted with great 
earnestness that the rates should be 
based on the fair value or reproduction 
cost of the property used by the utility 
in the public services, while the utility 
has with equal vigor contended that 
its rates should be based on original 
cost. But, when conditions change so 
that prices are high and the value of 
money is low at the time of the hear- 
ing, we find that the parties have 
reversed their positions without los- 
ing any of their fervor in presenting 
them. For an example of the former, 
see Smyth v. Ames, supra, where Wil- 
liam Jennings Bryan appeared as at- 
torney for the people. The long de- 
pression of the early 1890’s had 
brought prices down to the lowest level 
of the 19th century. Money was scarce 
and its value was high. Mr. Bryan 


was the champion of the common peo- 


ple, claiming that the low property 
prices and high money values were due 
to scarcity of money caused by the gold 
standard. He advocated the produc- 
tion of more money by using both 
gold and silver as the basis of our 
monetary system. He made his race 
for President and was defeated on that 
issue. 

As attorney for the shippers in 
Smyth v. Ames, supra, he invoked the 
doctrine of reproduction cost in order 
to protect the public from excessive 
railroad values based on “watered 
stock, reckless finance, racketeering 
contracts in construction of railroads” 
and the general high prices which pre- 
vailed at the time the railroads were 
constructed. Since the railroads had 
been built when prices were high and 
money cheap, the railroads contended 
that rates must be based on the original 
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investment, costs, and values. The 
Supreme Court of the United States 
sided with Bryan in its opinion 
(Smyth v. Ames [1898] 169 US 466, 
42 L ed 819, 18 S Ct 418) which set 
the pattern for all utility rate making 
down to the decision in Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PUR NS 193, 64 S Ct 281. During 
the inflation following World War I, 
the railroads and other utilities were 
glad to take the position which had 


been fortified by the consumers in 
1898. 


In 1923, in spite of the rule of 
Smyth v. Ames, supra, the Missouri 
Public Service Commission refused to 
approve rates based on reproduction 
cost new, less depreciation. The su- 
preme court of Missouri affirmed the 
Commission’s ruling, but the Supreme 
Court of the United States reversed 
the state supreme court because the 
Commission had not considered the 
fair value of the property at the time 
the investigation was made. Missouri 
ex rel. Southwestern Bell Teleph. Co. 
v. Public Service Commission, 262 US 
276, 67 L ed 981, 986, PUR1923C 
193, 43 S Ct 544, 31 ALR 807. 


Mr. Justice Brandeis, who had be- 
come an expert on utility regulation 
by reason of his years of practice be- 
fore the Massachusetts Public Service 
Commission and other regulatory 
bodies, wrote a dissenting opinion 
(Mr. Justice Holmes concurring) in 
which he supported the prudent invest- 
ment theory and pointed out why he 
thought the present fair value—re- 
construction cost theory—was un- 
sound and impracticable. He said: 
“The so-called rule of Smyth v. Ames 
(supra) is, in my opinion, legally and 
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economically unsound. The thing 
devoted by the investor to the public 
use is not specific property, tangible 
and intangible, but capital embarked 
in the enterprise. Upon the capital so 
invested, the Federal Constitution 
guarantees to the utility the oppor- 
tunity to earn a fair return.” 

He showed from the record of utility 
rate cases that the experience during 
the twenty-five years since the opinion 
of Smyth v. Ames, supra, had dem- 
onstrated that the rule there enunciated 
was delusive and could not be enforced, 
and that it had failed to afford ade- 
quate protection either to capital or to 
the public. He said: “. It leaves 
open the door to grave injustice. To 
give to capital embarked in public util- 
ities the protection guaranteed by the 
Constitution, and to secure for the 
public reasonable rates, it is essential 
that the rate base be definite, stable, 
and readily ascertainable ; and that the 
percentage to be earned on the rate 
base be measured by the cost, or 
charge, of the capital employed in the 
enterprise It is impossible to 
find an exchange value for a utility, 
since utilities, unlike merchandise or 
land, are not commonly bought and 
sold in the market. Nor can the pres- 
ent value of the utility be determined 
by capitalizing its net earnings, since 
the earnings are determined, in large 
measure, by the rate which the com- 
pany will be permitted to charge; 


He then went on to show that the 
evidence in each step of the process of 
estimating the cost of reproduction or 
replacement involves the forming of an 
opinion or exercising of judgment as 
distinguished from merely ascertaining 
facts; and that the evidence on which 
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the courts and Commissions would be 
required to base their opinions would 
consist largely of the widely divergent 
statements of expert witnesses which 
the Commissions had found to be un- 
reliable. 

He further stated: “The result, in- 
herent in the rule itself, is arbitrary 
action on the part of the rate-regulat- 
ing body. For the rule not only fails 
to furnish any applicable standard of 
judgment, but directs consideration of 
so many elements that almost any re- 
sult may be justified 

“The adoption of the amount pru- 
dently invested as the rate base, and 
the amount of the capital charge as the 
measure of the rate of return would 
give definiteness to these two factors 

which are now shifting and 
treacherous, and which render the pro- 
ceedings peculiarly burdensome and 
largely futile. Such measures offer a 
basis for decision which is certain and 
stable. The rate base would be as- 
certained as a fact, not determined as 
a matter of opinion. It would not 
fluctuate with the market price of labor, 
or materials, or money. . . . It would 
not be distorted by the fickle and vary- 
ing judgments of appraisers, Com- 
missions, or courts. It would, when 
once made in respect to any utility, be 
fixed for all time, subject only to in- 
creases to represent additions to plant, 
after allowance for the depreciation in- 
cluded in the annual operating charges. 
The wild uncertainties of the present 
method of fixing the rate base under 
the so-called rule of Smyth v. Ames 
would be avoided ; 

“The expense and loss now incident 
to recurrent rate controversies is also 
very large. The most serious vice of 
the present rule for fixing the rate base 
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js not the existing uncertainty ; but that 
the method does not lead to certainty. 
Under it, the value for rate-making 
purposes must ever be an unstable fac- 
tor. Instability is a standing menace 
of renewed controversy. The direct 
expense to the utility of maintaining 
an army of experts and of counsel is 
appalling. The indirect cost is far 
greater. The attention of officials high 
and low is, necessarily, diverted from 
the constructive tasks of efficient op- 
eration and of development. The pub- 
lic relations of the utility to the com- 
munity are apt to become more and 
more strained. And a victory for the 
utility may, in the end, prove more 
disastrous than defeat would have been. 
The community defeated, but uncon- 
vinced, remembers; and may refuse 
aid when the company has occasion 
later to require its consent or co-opera- 
tion in the conduct and development 
of its enterprise. Controversy with 
utilities is obviously injurious also to 
the public interest. The prime needs 
of the community are that facilities be 
ample and that rates be as low and 
as stable as possible. The community 
can get cheap service from private 
companies, only through cheap capital. 
It can get efficient service, only if 
managers of the utility are free to 
devote themselves to problems of op- 
eration and of development. It can get 
ample service through private com- 
panies, only if investors may be as- 
sured of receiving continuously a fair 
return upon the investment.” (Supra, 
262 US at pp. 290, 292, 297, 306-308, 
PUR1923C at pp. 201, 203, 206, 214, 
215.) 

Regulatory bodies, both state and 
Federal, even before Smyth v. Ames, 
supra was overruled, were inclined to 
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give more weight to the Brandeis 
arguments than the Supreme Court’s 
opinion. For example, see the decision 
of the Federal Power Commission in 
the Hope Natural Gas Company Case, 
supra, 320 US at p. 597,51 PUR NS 
at p. 197, where the Commission re- 
fused to place any reliance on repro- 
duction cost new, saying that “it was 
not predicated on facts” and was “‘too 
conjectural and illusory to be given 
any weight in these proceedings.” 

By the time that Federal Power 
Commission v. Hope Nat. Gas Co. 
supra, was decided, the rule of Smyth 
v. Ames, supra had been so thorough- 
ly discredited that it was not men- 
tioned in the Hope Natural Gas Com- 
pany opinion, except in a derogatory 
manner in Mr. Justice Frankfurter’s 
dissenting opinion, where he said: “It 
will little advance the public interest 
to substitute for the hodge-podge of 
the rule in Smyth v. Ames, an en- 
couragement of conscious obscurity or 
confusion in reaching a result, on the 
assumption that so long as the result 
appears harmless its basis is irrele- 
evant.” (320 US at p. 627, 51 PUR 
NS at p. 215.) 


Many people choose an investment 
attended with little risk and yielding 
a steady small return over one promis- 
ing a large return, but attended with 
greater risk. A steady income in lean 
years, as well as in fat years, is the 
main consideration for investments in 
regulated utilities. But in periods of 
inflation, the utilities have sought to 
earn on the inflated values of their 
property as well as on the amount of 
capital actually invested by them in the 
enterprise. 


In our opinion, reproduction cost is 
too uncertain, speculative, and _ficti- 
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tious to be used as a basis for utility 
rates. Reproduction value varies from 
year to year, and even from week to 
week and day to day. For example, 
compare reproduction values on Octo- 
ber 28, 1929, with those at the close of 
business on the next day after the 
panic had seized the stock exchange. 
[3, 4] The Commission having de- 
termined that a proper rate base in 
this case is the original or book cost 
less the depreciation reserve, it is next 
necessary to determine the date to be 
used to establish the rate base. The 
consideration of cash working capital 
and material and supplies will be dis- 
cussed in another section in this order. 
During the course of the hearing the 
Company submitted projected figures 
as to what the rate base would be on 
December 31, 1950. The estimated 
plant account dedicated or to be ded- 
icated for public use on December 31, 
1950, December 31, 1951, December 
31, 1952, and December 31, 1953, was 
set forth. This exhibit reveals that the 
estimated plant account as of Decem- 
ber 31, 1950, would be $35,054,000 
for intrastate operations. This figure 
takes into consideration the original 
cost of the property, less depreciation 
reserve as estimated on December 31, 
1950, plus the required material and 
supplies and cash working capital. 


Inasmuch as rates are made for fu- 
ture operations, as well as present, the 
Commission feels that the proper and 
fair rate base should be fixed as of 
December 31, 1950. In fixing said 
date for the purpose of rate making, 
the Commission is giving due con- 
sideration to additions to plant im- 
minent within the immediate foresee- 
able future. 


The Commission is of the opinion 
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that the December 31, 1950, date will 
be reasonable and just as to the present 
and also for reasonable time in the fu- 
ture. This requirement has been pre. 
scribed by the courts over a period of 
years. St. Louis & O’Fallon R. Co, 
v. United States, 279 US 461, 485, 73 
L ed 798, 809, PUR1929C 161, 49 
S Ct 384; Dayton Power & Light Co. 
v. Ohio Pub. Utilities Commission 
(1934) 292 US 290, 310, 78 L ed 
1267, 1280, 1281, 3 PUR NS 279, 
54 S Ct 647; West Ohio Gas Co. 
v. Ohio Pub. Utilities Commission 
(1935) 294 US 79, 82, 79 L ed 773, 
776, 6 PUR NS 459, 55 S Ct 324. 

In McCardle v. Indianapolis Water 
Co. 272 US 400, 408, 71 L ed 316, 
324, PUR1927A 15, 22, 47 S Ct 144, 
the court said: 


“In every confiscation case, the fu- 
ture as well as the present must be 
regarded. It must be determined 
whether the rates complained of are 
yielding and will yield, over and above 
the amounts required to pay taxes 
and proper operating charges, a sum 
sufficient to constitute just compensa- 
tion for the use of the property em- 
ployed to furnish the service; that is, 
a reasonable rate of return on the value 
of the property at the time of the in- 
vestigation and for a reasonable time in 
the immediate future.” (Italics ours.) 


In the case of Public Service Com- 
mission v. Southern Bell Teleph. & 
Teleg. Co. (1949) 253 Ala 1, 84 PUR 
NS 221, 242, 42 So2d 655, the su- 
preme court of Alabama quoted ap- 
provingly from New York Teleph. Co. 
v. Prendergast, PUR1930B 33, 50, 36 
F2d 54, 65 as follows: “The rate fixed 
must be reasonable and just as to the 
present and also for a reasonable time 
inthe future . = 
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The proof in this case is that as of 
December 31, 1950, the original cost of 
the intrastate plant of the Company 
was $44,453,000. The depreciation 
reserve as of December 31, 1950, was 
$10,254,000. The net investment was 
$34,199,000. 


(A) 
Material and Supplies 


[5] In addition to allowing a rate 
on the property used and useful in 
providing utility service, the courts 
and Commissions also allow a reason- 
able investment in materials and sup- 
plies. These materials and supplies 
are essential for proper maintenance 
of equipment and should also be ade- 
quate to take care of emergency re- 
pairs. 


The Commission is of the opinion 


that under normal economic conditions, 
an allowance of $445,000 for materials 
and supplies for intrastate operations 
would not be excessive. The Com- 
mission realizes that the country is 
in a period of extreme demand for 
materials for the war program. Un- 
interrupted telephone service is essen- 
tial to the civilian economy and to the 
military preparation in which this 
country is now engaged. The Com- 
mission is therefore reluctant to sub- 
stitute its judgment for that of the 
Company on the material and supplies 
that are necessary to take care of the 
responsibility of the Company to pro- 
vide adequate and continuous tele- 
phone service. The Commission, there- 
fore, allows $445,000 for material and 
supplies as estimated to be the 1950 
requirements. This amount will be 
added to the intrastate net investment 
in determining the rate base. 
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(B) 
Cash Working Capital 


The Company has requested an al- 
lowance of $410,000 for cash working 
capital. Cash working capital is 
normally considered an essential al- 
lowance for utility companies to enable 
them to take care of their obligations 
and meet payrolls and continue furnish- 
ing a public service. The telephone 
company is unique among companies 
in that the monthly exchange service is 
billed to the subscriber in advance. 
There is a lag of several days from the 
time the bill is actually received by the 
subscriber for the monthly prepay- 
ment, and in addition, there is a lag 
from the time the average subscriber 
remits to the telephone company. Toll 
service, however, is billed in arrears. 
In any event, however, the telephone 
company is in a more favored position 
than the other utilities who bill for a 
commodity or service on a metered 
basis after the commodity or service 
has been delivered to the ratepayer. 

[6] Dr. Bauer, a witness for the 
intervenor cities, contended that the 
Company at no time had a balance of 
current assets over current liabilities, 
and, therefore, the Company should 
receive no allowance for cash working 
capital. The Commission is of the 
opinion that even though this condi- 
tion may exist because of the method 
of the operation of the Company, and 
to some extent because of the intercor- 
porate relation with the American 
Company and its affiliates, that this 
does not eliminate the necessity of a 
proper allowance by the Commission 
for cash working capital. The es- 
timated revenues of the Company for 
the calendar year 1950 was approxi- 
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mately $14,000,000. The Commis- 
sion is of the opinion that the allow- 
ance of $410,000 of cash working 
capital is reasonable and proper in rela- 
tion to the plant investment and the 
operating revenues and expenses of 
the Company. The Commission. 
therefore, allows cash working capital 
in the amount of $410,000 for intra- 
state operations. 


(C) 
Applicable Rate Base 


The Commission, therefore, estab- 
lishes the intrastate rate base as fol- 
lows: 


Cost, December 31, 


Original 
1950 


$44,453,000.00 
Less Depreciation Reserve 
December 31, 1950 10,254,000.00 
Net Plant Used and Useful, De- 
cember 31, 1950 
Material and Supplies 
Cash Working Capital 


Total Plant Account as of De- 


cember 31, 1950 $35,054,000.00 


Rate of Return 


The Supreme Court of the United 
States in Federal Power Commission 
v. Hope Nat. Gas Co. (1944) 320 US 
591, 88 L ed 333, 51 PUR NS 193, 
200, 64 S Ct 281, and in other cases 
has laid down the rule for us to follow 
in fixing a rate of return. We must 
“balance the investor and the consumer 
interest.” On the investor’s side, in 
order to preserve the financial integrity 
of the Company, we must provide 
“enough revenue not only for operat- 
ing expenses, but also for the capital 
costs of the business. These include 
service on the debt and dividends on 
the stock.” The return to the equity 
owner (owner of the capital stock) 
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“should be commensurate with returns 
on investments in other enterprises 
having corresponding risks. That re- 
turn, moreover, should be sufficient to 
assure confidence in the financial in- 
tegrity of the enterprise, so as to main- 
tain its credit and to attract capital.” 

It is particularly important at this 
time that the Company be allowed 
earnings sufficient to attract capital be- 
cause it is now engaged in a program 
of expansion which calls for the ex- 
penditure of about $38,000,000 in 
Arkansas. 


On the consumer’s side, we must 
consider the ability of the consumer to 
pay, and also the adequacy of the serv- 
ice. At this time, more than at any 
other time, the telephone is considered 
as a necessity, and our country is in 
a period of inflation which is said to 
be greater than at any other time in its 
history. Many people have been un- 
able to make their income increase in 
proportion to the rise in the cost of 
living. It is admitted that the tele- 
phone service is inadequate in Arkan- 
sas in that the Company is unable to 
furnish all of the service that is needed ; 
there being about 8,000 unfilled orders 
for telephones and more than 15,000 
unfilled applications for a higher grade 
of service. 


[7] On the side of the investor, 
the Supreme Court has told us that we 
must compare the return to the in- 
vestor with the returns on other invest- 
ments having corresponding risks. Dr. 
Dorau, by considering Southwestern 
alone, and without considering its rela- 
tion to the Bell System, American 
Company, Western Electric, and its 
other affiliates, showed that the earn- 
ings of Southwestern over a long pe- 
riod of years were less stable and 
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averaged less than those of other lead- 
ing utilities. His opinion that the rate 
of return should be at least 6} per 
cent on reproduction cost, or at least 
8 per cent on net investment, was based 
on the assumption that Southwestern 
should be treated as if it were operat- 
ing as an independent enterprise, not 
as an integral part of the Bell System. 
In our opinion, this is not the correct 
way to consider this subject. South- 
western cannot be considered as if it 
were divorced from the giant monop- 
oly which owns and controls it, op- 
erates between 80 per cent and 90 per 
cent of all telephones in the United 
States, and owns its own manufactur- 
ing plant, which furnishes practically 
all of its materials and equipment. 


The capital stock of Southwestern is 
not bought and sold on the market, 
and is not quoted on the exchange. In 
fact, none of it can be bought since 
American owns 99.99 per cent of it and 
is unwilling to sell any of said stock. 


We should allow a rate of return 
sufficient to sustain the present invest- 
ment and also to attract new capital. 
The investors themselves have shown 
us by their own appraisal what the ap- 
plicant’s debt money will probably cost. 
Bauer’s Exhibit No. 15 shows all of 
the system’s bonds outstanding as of 
December 31, 1949. The over-all 
system average interest on bonds and 
debentures is 2.97 per cent. We be- 
lieve that we should take 3 per cent 
as the cost of debt money and, in de- 
termining the total capital costs, should 
use a ratio of 50 per cent for debt and 
50 per cent for equity capital, which is 
approximately the ratio on which 
American is operating, and which 
seems to us to be a safe ratio at this 
time. 


[8] 113 


It is not so easy to calculate the 
investors’ requirements for equity 
capital. Southwestern has never sold 
any common stock publicly. As was 
said by Mr. Lattin, vice president of 
Southwestern in charge of financial 
matters, the 970,000 owners of the 
capital stock of American are the real 
owners of the Bell System, and they 
have chosen not to sell any of the issues 
of Southwestern common stock to the 
general public. When we go to 
American Company’s record with re- 
spect to its own common stock, we find 
that its issues have not been sold to 
the general public, but have been issued 
to its existing stockholders at par with- 
out regard to the market prices, or at 
various times, under special provisions, 
to holders of American’s debentures at 
a premium or under some other special 
arrangement. 

The average amount which has been 
paid to American for its stock is $137.- 
60. The par value of the stock is 
$100. The premium above par is 
$37.60 American since 1920 has paid 
an annual dividend of $9 per share. 
This is not a 9 per cent dividend, as 
many telephone consumers have as- 
sumed, but it is about 63 per cent, based 
on the amount actually received by the 
Company for its stock. Dr. Dorau 
said in his testimony, “The long-con- 
tinued uninterrupted $9 dividend has 
over the years created an investor 
confidence and loyalty which is almost 
unique. It is one of the most amazing 
performances in the annals of Ameri- 
can financial history.” 

Since, on the basis of past stock is- 
sues, there is no record of the cost of 
money considered from the standpoint 
of investor requirements, the cities and 
staff have resorted to the prices which 
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have been paid for American Tele- 
phone and Telegraph Company stock 
of the market in relation to the $9 an- 
nual dividend which has been paid 
since 1920. The market price of AT 
& T stock in recent months has held 
consistently to about $150 per share. 
It is argued that since the investor paid 
$150 with the expectation of receiving 
$9 per year (6 per cent) on his invest- 
ment, it follows that 6 per cent is high 
enough to meet investor requirements. 
A 6 per cent return on total capital, 
with a 50 per cent debt ratio and the 
debt money costing 3 per cent, would 
produce a return of 9 per cent on the 
equity capital. However, the Com- 


pany’s debt ratio at present is about 
30 per cent. 


On the basis of the above figures, it 
is argued by counsel for the staff that 
a rate of return of 54 per cent would 
allow sufficient revenue for a reason- 
able dividend and safe surplus, and 
that we should establish an over-all 
rate of return of 54 per cent. On these 
same figures, Dr. Bauer and counsel 
for the intervenors argue for a rate of 
return of only 5 per cent. Dr. Bauer 
has a theory that when regulation be- 
comes perfect, the cost of equity capital 
will become about the same as the cost 
of debt capital. In fixing 5 per cent as 
the rate of return, we believe that he 
has not given enough consideration for 
the risk assumed by the investor who 
buys telephone stock and has assumed 
that regulation has reached a point 
nearer to perfection than it has at- 
tained. 

[8,9] The “lowest reasonable rate 
is one which is not confiscatory in the 
constitutional sense,” and there is a 
“zone of reasonableness within which 
the Commission is free to fix a rate 
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varying in amount and higher than a 
confiscatory rate.” Federal Power 
Commission v. National Pipeline Co. 
(1942) 315 US 575, 86 L ed 1037, 
42 PUR NS 129, 137, 62 S Ct 736; 
Public Service Commission v. South- 
ern Bell Teleph. & Teleg. Co. (1949) 
253 Ala 1, 84 PUR NS 221, 234, 42 
So2d 655. <A rate of return which is 
barely above what would be a con- 
fiscatory rate would not be “sufficient” 
within the meaning of the Arkansas 
Public Utility Act, and we believe that, 
under all of the circumstances which 
should be considered in fixing the rates 
in the present case, a return of 6 per 
cent is just and reasonable. 


IX 
License Contract 


[10] The services of American for 
its operating companies are performed 
under what is generally known as 
the “license contract” which is evi- 
denced by separate agreements be- 
tween American and each operating 
company “covering services, licenses, 
and privileges.” All of these contracts 
are in substantially the same form and 
bind American (1) to prosecute con- 
tinuous research in telephony and 
make available to the operating com- 
panies benefits derived therefrom; (2) 
to have equipment manufactured un- 
der patents obtained as a result of such 
research and other patents which it 
owns or controls, which equipment 
must be sold on a royalty free basis 
so far as American’s patents are con- 
cerned; (3) to furnish advice and as- 
sistance with respect to virtually all 
phases of telephone business, including 
engineering, plant, traffic, operating, 
commercial, accounting, legal, ad- 
ministrative, personnel relations, and 
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other matters; (4) to furnish financial 
advice and assistance. The agreement 
requires the operating company to pay 
as a consideration for such services 
one per cent of its total gross exchange 
and toll revenues. The license con- 
tract has been under attack from time 
to time before state regulatory bodies 
and courts almost ever since utility 
regulation began, but in most in- 
stances the sums paid under these con- 
tracts have been upheld as being rea- 
sonable. In some cases where they 
have not been upheld by the regulatory 
bodies, the courts have reversed the 
decisions which disallowed them. 
For recent court decisions on this ques- 
tion, see: Public Service Commission 
v. Southern Bell Teleph. & Teleg. Co. 
supra; Pacific Teleph. & Teleg. Co. 
v. Flagg (1950) — Or —, 85 PUR 
NS 101, 220 P2d 522. 

In the present case the Company as- 
sumed and sustained the burden of 
proving that the services under the li- 
cense contract were valuable and that 
the price paid for them was reasonable. 


xX 
The Western Electric Contract 


Western Electric has a_ separate 
agreement called “Standard Supply 
Contract” with each operating com- 
pany of the Bell System. This agree- 
ment binds Western to “manufacture 
or purchase materials which the tele- 
phone company may reasonably re- 
quire for its business and which it may 
order” from Western, “provided noth- 
ing herein (in the contract) contained 
obligates the telephone company to 
purchase any materials” from West- 
ern. The provision as to price is that 
Western’s “prices and terms shall be 
as low as to its most favored customers 
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for like materials and services under 
comparable conditions.”” There are 
other provisions as to installation and 
repair of equipment and other services. 

The Western contract has also been 
under fire from time to time since 
regulation began. 

The general suspicion with respect 
to these contracts arises from the fact 
that American owns both of these con- 
tracting parties and no arm’s-length 
agreement is possible between two cor- 
porations where one party owns vir- 
tually all of the voting stock of both 
of them. The courts place on the party 
claiming under such a contract the 
burden of proving that it is fair and 
honest and that the other party re- 
ceived full value under it. Smith v. 


Illinois Bell Teleph. Co. 282 US 133, 
75 L ed 255, PUR1931A 1, 51 S Ct 
65; California Oregon Power Co. v. 


Federal Power Commission (1945) 
60 PUR NS 189, 150 F2d 25, 27, 28; 
Alabama Power Co. v. Federal Power 
Commission (1943) 47 PUR NS 
257, 134 F2d 602-609; Puget Sound 
Power & Light Co. v. Federal Power 
Commission (1943) 78 US App DC 
143, 50 PUR NS 375, 137 F2d 701- 
703. Also concurring opinion of Mr. 
Justice Black in: United Gas Pub. 
Service Co. v. Texas (1938) 303 US 
123, 82 L ed 702, 22 PUR NS 113, 58 
S Ct 483. 


The Company in the present case ac- 
knowledged the burden that the law 
placed on it and undertook to show 
that the prices which it paid were rea- 
sonable by comparing Western’s prices 
and its rate of earnings with the prices 
and earnings of other manufacturing 
companies. The price comparisons 
are not convincing. They show that 
Western’s prices are on most articles 
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much lower than those of any other 
manufacturer ; in some instances more 
than 100 per cent lower. 

These comparisons demonstrate that 
Western’s prices are not made under 
pressure of competition. When prices 
are 40 per cent to 100 per cent under 
those of any other manufacturers, we 
know that they have not been affected 
by competition. Company witnesses 
virtually admitted that these prices 
were not competitive. They said that 
Western desired to earn only a rea- 
sonable profit and would be satisfied 
with an average net earning of about 
7.5 per cent. The testimony shows 


that its average net earnings on all 
Bell business over a period of thirty- 
four years have been 7.5 per cent, 
which is not excessive, but the earn- 
ings for 1948 were 12.4 per cent, and 
for 1949 they were 10.3 per cent. The 


earnings for 1950 are not shown. The 
record does not show the profits on 
Western’s business with the Company 
on its Arkansas operations. We 
should have these figures to deter- 
mine whether any amount should be 
deducted from the rate base by rea- 
son of excessive prices paid to West- 
ern in 1948, 1949, and 1950 as was 
done in California, Missouri, and 
West Virginia. We ask that full in- 
formation be given to us on this ques- 
tion. 


XI 


Depreciation 


[11] The definition of “deprecia- 
tion,” as given in the Uniform System 
of Accounts, which has been used by 
this Commission, reads as follows: 
“Depreciation, as applied to depreci- 
able telephone plant, means the loss in 
service value not restored by current 
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maintenance incurred in connection 
with the consumption or prospective 
retirements of telephone plant in the 
course of service from causes which 
are known to be in current operation, 
against which the company is not 
protected by insurance, and the effect 
of which can be forecast with a reason- 
able approach to accuracy. Among 
the causes to be given consideration 
are wear and tear, decay, action of the 
elements, inadequacy, obsolescence, 
changes in the art, changes in demand, 
and requirements of public author- 
ities.” 

The Uniform System sets out how 
the depreciation records shall be kept, 
and they were kept in the manner pre- 
scribed; and these records and the 
Company’s testimony show a com- 
posite depreciation rate of 3.8 per cent 
per year. Neither the records nor the 
witnesses have been impeached. There 
was no rebuttal testimony, except that 
Dr. Bauer stated that he thought the 
rate of depreciation should not be more 
than 34 per cent. In the absence of 
any testimony to the contrary, the 
figures shown by the Company’s books 
must be accepted as correct. 


XII 
Pensions 


[12] The Company has adopted 
the actuarial accrual plan for pension 
costs. No objection is made to the 
pension as provided for in the pension 
plan, but Dr. Bauer, as a witness for 
the cities, objected to the use of the 
actuarial accrual plan under which 
sums are calculated under that plan 
and paid periodically into an irrevoca- 
ble trust fund and charged to ex- 
penses. This money is spent by the 
Company by actually paying it to an 
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independent trustee, the amount of the 
payment having been arrived at on 
actuarial principles such as are used 
by insurance companies. 

Dr. Bauer argued that these pen- 
sions should not be provided for by 
setting up a trust fund, but should be 
paid out of current earnings. In oth- 
er words, he favored a pay-as-you-go 
basis. The pay-as-you-go plan had 
been used by the Company in the be- 
ginning of its pension plan, but was 
abandoned because the objection was 
made that payments would become ex- 
cessive in later years as the amount 
of pension payments grew larger year 
by year. The actuarial accrual plan 
was adopted as being a safer and 
sounder plan. It has been approved 
by the labor unions and the benefici- 
aries generally, and has been adopted 


by many other utilities, industrial cor- 


porations, and by some states. The 
Company’s directors and executives 
approve the plan, and we give their 
opinions the weight which should be 
accorded to disinterested witnesses 
because they have no interest in the 
pension fund or in its administration. 


XIII 
Other Operating Expense 


[13] The Company submitted tes- 
timony and exhibits supporting plant, 
traffic and commercial expenses, which 
included a documentation of the rising 
labor cost in providing telephone serv- 
ice. The Commission accepts the tes- 
timony and exhibits of the Company 
regarding these operating expenses. 
The record fails to reflect that the 
plant traffic or commercial expenses 
are abnormal. However, the record 
does disclose some unusual and ex- 
cessive expenditures charged to the 
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advertising account, and admittedly 
some of the advertising expense was 
incurred in connection with the appli- 
cation for a proposed rate increase. 
The Commission condemns the prac- 
tice of the Company in using the rate- 
payers’ money to conduct an advertis- 
ing campaign to increase the rates 
proposed to be charged the ratepayer 
by the Company. During the course 
of the hearing, the propriety of this 
practice was questioned. The Com- 
pany discontinued the practice after 
the issue was raised in the hearing, 
and it is hoped and assumed that the 
Company will not engage in such prac- 
tice in the future. 


XIV 
Conclusion 


[14] This Commission in the or- 
der in this case is limited to the regu- 
lation of the intrastate operations of 
the Company. The operation of the 
Company in Arkansas is so interre- 
lated to the operations in the other 
states served by the Company, as well 
as to the interstate operations, that 
this Commission hopes that in the 
future this state may join with all of 
the other states served by the Com- 
pany and with the Federal Communi- 
cations Commission in reviewing and 
determining an applicable and uniform 
system of establishing practices 
throughout the territory served by the 
Company. 

During the hearing, it was clearly 
established that the Company is mak- 
ing service connections and relocating 
telephones on the premises of subscrib- 
ers at charges that do not fully com- 
pensate for expense involved. The 
Commission is of the opinion that the 
Company should analyze the cost of 
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making such service connections and 
moves and should bill the subscriber 
for the approximate cost thereof rath- 
er than make the service calls at a loss 
and require other subscribers to pay 
the loss incurred. 

The Commission is of the opinion 
that the Company is not entitled to the 
rate increase request of $4,600,000. 
The Commission is of the opinion, 
from the evidence in the case, that the 
Company is entitled to a rate increase 
in the amount of $3,605.591. This 
rate increase takes into consideration 
the 1951 levy of Federal income taxes. 
The computation for this rate increase 
is as follows: 





Operating Revenues ............. $14,102,000 
Operating Expenses ............. $11,907,000 
Operating Taxes (Excl. Income 
DD: etakiwks tuarcwienedtanen 815,000 
OO Serr $12,722,000 
DE EE ccvckadecodeced $1,380,000 
Income Taxes per Exhibit ...... $417,000 
Adjustment for Increase in Fed- 
ke rer 17,000 
ND iar ccssnwseukinane $434,000 
Balance Available .............. 6, 
6% Return on $35,054,000 ....... $2,103,240 
Less Balance Available ......... 946,000 
Deficit in Net Operating Income .. $1,157,240 
Times 2.012194 equals Additional 
Revenue Necessary ........... $2,328,591 
Add Revenue in Books from Sept. 
21, 1950 Account of Increase un- 
NE avi cbvctadcdectececes $1,277,000 
Total Increase Necessary ........ $3,605,591 


[15] The Company is providing 
magneto service (whereby the opera- 
tor is signaled by turning a crank) in 
22 exchanges. The Company pro- 
poses that the ratepayers in these 22 
exchanges will pay only 25 cents less 
than the rate required of a subscriber 
in a comparable exchange receiving 
dial service. The Commission is of 
the opinion that such a rate increase 
in the magneto exchange is not justi- 


fied. The Commission is of the opin- 
ion that the rate in the 22 magneto 
exchanges should be $1 per month less 
for business telephones and 50 cents 
per month less for residential tele- 
phones, the rural rate to remain the 
same as in dial exchanges. When the 
conversion is completed in each mag- 
neto exchange, then the rate may be 
increased to conform to the proper 
classification for that exchange. 


During the course of the hearing 
the intervenors filed a motion for an 
order requring the Company to re- 
fund to the ratepayers all amounts 
above the old rates, which were col- 
lected on the first bills after the in- 
creased rates were put into effect. 
This motion was based on the propo- 
sition that the Company, by billing its 
customers for one month’s services at 
the old rate and accepting payment of 
that bill, had contracted to furnish that 
month’s service at the rate shown on 
the bill. The Company insisted that 
the tariff on file with this Commission 
determined the rate which should ap- 
ply, and that the refund asked for 
would result in discrimination among 
the ratepayers and be contrary to law. 
Briefs were furnished by counsel for 
the intervenors, special counsel repre- 
senting the Commission, and counsel 
for the Company. 

At the time the briefs were first 
considered, the Commission took the 
position that this question should be 
settled in its final order in this case. 
The Commission is of the opinion 
that the said motion should be over- 
ruled and that the amount of refund 
on the first month’s bills, as well as 
subsequent bills, should be the differ- 
ence between the rates allowed by this 
order and the amount collected. 
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ORDER 


It is therefore ordered: 

(1) That the rate base of Decem- 
ber 31, 1950, in the amount of $35,- 
054,000, as discussed in this opinion, 
is hereby established; (2) that a rate 
of return of 6 per cent be allowed; 
(3) that the operating revenues and 
expenses, as discussed in this opinion, 
are hereby approved; (4) that the 
Company is denied the requested rate 
increase of $4,600,000 per year, and 
is allowed a rate increase of $3,605,- 
591 per year; (5) that the Company 
shall submit within thirty days, for 
the approval of this Commission, a 
schedule of rates, based on December 
31, 1950, figures, that will effectuate 
a rate increase not in excess of $3,- 
605,591, as determined by this order; 
(6) that the Company shall make re- 
fund in a manner to be approved by 
this Commission of the excess charges 
collected under bond in this case, said 
refund to be made as expeditiously as 
possible and shall include services ren- 
dered up to the time a new schedule 
of rates is approved by this Commis- 
sion and becomes effective; (7) that 
the Company, in establishing the new 
schedule of rates, shall make a differ- 
ential of one dollar per month for busi- 
ness telephones and 50 cents per month 
for residence telephones in exchanges 
served by magneto equipment; (8) 
that the Company shall simultaneous- 
ly, with submitting a proposed new 
schedule of rates, submit a new sched- 
ule for service connections and moves 
that is more nearly in line with the 
cost incurred. The increase in serv- 
ice collections shall be reflected by a 
decrease in the proposed new rates. 
The minimum service charge shall be 
$1.50, but the actual charge shall be 


119 


commensurate with the actual ex- 
pense; and (10) this Commission re- 
tains jurisdiction of this proceeding 
for such further action as may be 
deemed necessary. 


Woop, Chairman, dissenting: I do 
not agree with the other Commission- 
ers that the estimated values of the 
Company’s property as of December 
31, 1950, should be used in determin- 
ing its rate base. The December 31st 
figures are based on estimates which 
I am unwilling to accept. At the be- 
ginning of the present hearing, the 
Company asked that its rates be based 
on May 31, 1950, values, expenses, 
and earnings. During the hearing 
figures were shown for September 30, 
1950, and in October estimated fig- 
ures were shown for December 31, 
1950. September 30th is the latest 
date upon which there is documentary 
evidence in the record of the Com- 
pany’s actual rate base, and that is the 
closest date to that on which the in- 
creased rates were applied (September 
21st), and there is sufficient evi- 
dence in the record of the actual reve- 
nues and operating expenses in rela- 
tion to September 30th to substanti- 
ate a finding by the Commission based 
on September 30th figures. 

I believe that rates based on the 
September 30th figures would be rea- 
sonable and just for the present and 
for a reasonable time in the future 
and would be in line with the require- 
ments prescribed by the courts. 

Using the September figures, the 
Company would be entitled to a rate 
increase of $3,177,000 per year in- 
stead of $4,600,000, which it is hoping 
to receive, and instead of $3,605,591 
allowed under the December 31st 
figures. 
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My first impression was that a rate 
of return of 54 per cent should be 
allowed. I realized that a rate of 54 
per cent would be barely above the 
lowest nonconfiscatory rate, but I 
thought it would be a “reasonable, 
just, and sufficient” rate of return un- 
der the circumstances of the present 
case. It was argued that such a low 
rate would not attract capital and sup- 
port the expansion program of the 
Company, that such a rate would be 
lower than that allowed to other utili- 
ties (6 per cent), and would tend to 
retard the economic development of 
the state. It was also shown that the 
state of Missouri, which is in the Com- 
pany’s territory, had allowed a rate 


of return of 6 per cent and some of the 
larger cities of Texas, which are also 
in the Company’s territory, had al- 
lowed a rate of return of 7 per cent 
and more. These are cogent reasons 
and I finally accepted 6 per cent as the 
lowest “reasonable, just, and suff- 
cient” rate of return which could be 
allowed in this case. But I am un- 
willing to apply the 6 per cent rate of 
return to the estimated values, income, 
and operating expenses of December 
31, 1950. I realize that this is a close 
question and one on which reasonable 
minds may not agree. 

On all other points I concur with 
the opinion of the other Commis- 
sioners. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


York Motors, Incorporated 


New Jersey Bell Telephone Company 


Docket No. 5320 
December 13, 1950 


" frgpeer eins by used-car dealer against telephone company's 
refusal to restore telephone service; dismissed. 


Service, § 134 — Restoration after discontinuance for gambling. 
1. A telephone company will not be required to resume furnishing service 
to a subscriber whose service has been removed because of unlawful use 
where the company has reasonable cause to believe that the service, if re- 
stored, will again be used to further an illegal purpose, p. 122. 


Service, § 134 — Discontinuance for gambling — Reasonable cause. 
2. A telephone company has reasonable cause for discontinuing and refus- 
ing to restore service to the premises of a used-car dealer where the toll 
tickets covering charges billed to the premises in a 7-month period indicate 
that about two hundred calls had been made to premises where gambling 
activity was known to be carried on, p. 122. 
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YORK MOTORS, INC. v. NEW JERSEY BELL TELEPH. CO. 


APPEARANCES: Arthur A. Doni- 
gian, for the complainant ; A. J. Bittig, 
for the respondent. 


By the Commission: York Motors, 
Inc., operating a licensed used-car 
business on Route No. 6, in the 
borough of Little Ferry, Bergen 
county, New Jersey, complains that 
on May 19, 1950, the New Jersey 
Bell Telephone Company arbitrarily 
and without cause discontinued the tel- 
ephone service (Hubbard 7-5755) 
furnished to complainant-petitioner 
at its place of business and refuses to 
restore the service, and asks that an 
order be made requiring the company 
to restore service. The respondent tele- 
phone company answered thecomplaint 
and alleged that it had discontinued 
the service because it had reasonable 
grounds for belief that the telephone 
service was being used for unlawful 
purposes, and that the company cannot 
be required to furnish its service to 
anyone when it has reasonable cause to 
believe that said service will or may 
be used for an unlawful purpose. 

At the public hearing on the issues 
so joined, it appeared that Louis M. 
Lepore is the sole manager of York 
Motors, Inc., and that the capital stock 
of the corporation, other than direc- 
tors’ qualifying shares, is owned by 
his wife, Ida Lepore. Louis M. Le- 
pore, testifying, denied that he had 
at any time “knowingly misused or 
used improperly or for improper pur- 
poses,” the telephone service at York 
Motors, Inc., known as Hubbard 7- 
5755. 

The record made before us shows 
that in 1943, 1944, 1945, and 1946, 
Mr. Lepore carried on business at the 
present location of York Motors, Inc. 
under the name, Astor Motor Sales. 
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Telephone service was furnished to 
him at this place of business under that 
name. Service consisted of a coin box 
and a regular business telephone. This 
service was discontinued by the tele- 
phone company on February 2, 1947, 
because of “illegal use’”—gambling. 
The service so disconnected was not re- 
stored. 


The record further shows that Mr. 
Lepore caused Cord Motors to be in- 
corporated in 1947. The place of busi- 
ness of this corporation was the same 
as that where he had conducted busi- 
ness under the name, Astor Motor 
Sales. Mr. Lepore was named as the 
registered agent of Cord Motors. 
While the business was conducted by 
him as Cord Motors, Mr. Lepore em- 
ployed Charles Tourine as a salesman. 
Tourine was arrested by the prosecutor 
of Essex county in connection with 
bookmaking in South Orange. At the 
time of his arrest a card was found 
bearing the “legend” “Cord Motors, 
Charles Tourine, Salesman” with a 
telephone number Hackensack 3-5585 
on it. This was the number of Emil 
Runfeldt, trading as Circle Taxi. Ac- 
cording to the testimony of Mr. 
Lepore, Emil Runfeldt carried on busi- 
ness in “an office in my place,” the 
place where the business of Cord 
Motors was carried on. The tele- 
phone, Hackensack 3-5585, Emil 
Runfeldt, trading as Circle Taxi, was 
disconnected by the telephone com- 
pany on September 5, 1947, because of 
use in gambling. In June or July, 
1947, Mr. Lapore sold the business 
conducted as Cord Motors to one Sam 
Atkins. The business was thereafter 
carried on by the purchaser under the 
name York Motors. The business was 
reacquired by Mr. Lepore in 1948 and 

87 PUR NS 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


the telephone service furnished York 
Motors, which service was billed to 
Sam Atkins, was transferred to York 
Motors, Inc., the corporation which 
was organized by Mr. Lepore and 
which is the complainant-petitioner 
herein. 


[1, 2] From toll tickets covering 
charges billed the York Motors, Inc., 
for the period December 29, 1949, 
through and including May 26, 1950, 
and testimony submitted by the re- 
spondent, the following facts appear: 
Five calls are shown in the January, 
1950, bill and 21 calls in the 
February, 1950, bill of York Motors, 
Inc. to Stillwell 6-9500, Tela-News 
Flash, Inc. Service to Tela~-News 
Flash Inc. was discontinued by the 
New York Telephone Company March 
23, 1950, at the request of the New 
York Police authorities. The Decem- 
ber, 1949, bill included 2 calls made 
to Yonkers Daily Times, Yonkers 
5-7428, and Yonkers 5-4000. One 
call appeared in the January, 1950, bill, 
one in the February bill, 2 in the 
March bill, and one in the April bill 
to the Yonkers Daily Times numbers. 
The racing service furnished by the 
Yonkers Daily Times is detailed in an 
opinion by the Board on the Petillo 
complaint, November 15, 1950, Docket 
No. 5264, 87 PUR NS post, p. 367. 
Telephone service to the Yonkers 
Daily Times was disconnected on June 
8, 1950, at the request of the Yonkers 
police commissioner and the district 
attorney and sheriff of Westchester 
county. 


Twenty-one calls appear on the 
February, 1950, bill, 41 on the March, 
1950, bill, and 49 on the April, 1950, 
bill to Plaza 7—7020, Advance Broad- 
casting and Sales Company. Service 
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to the Advance Broadcasting and Sales 
Company under this number was dis- 
connected by the New York Telephone 
Company May 9, 1950, at the request 
of the New York city police authori- 
ties. Five calls from York Motors, 
Inc. to Humboldt 5—9645, Wanaque 
Pleasure Club, appear on the January, 
1950, bill, 20 on the February bill, 17 
on the March bill, and 10 on the April 
bill. Telephone service to the Wana- 
que Pleasure Club was discontinued by 
the respondent on May 11th because of 
the use of the facilities for illegal pur- 
poses. The service was later restored. 
On August 25, 1950, the service was 
again disconnected because of illegal 
use of the facilities and has not been 
reconnected. 

Mr. Lepore testified that he was fre- 
quently on the road and away from his 
place of business, sometimes a week at 
a time, and that during his absence 
salesmen, mechanics, and porters were 
at his place of business. No one ap- 
pears to have had managerial or super- 
visory control of the business or busi- 
ness premises during his absence. He 
testified that he had formerly employed 
two salesmen and one mechanic but 
that for some four or five months he 
had had neither salesmen nor me- 
chanic. 

Asked whether or not others than 
himself used the telephone for unlaw- 
ful purposes, he answered, “I could- 
n’t answer to that because I wasn't 
there. I couldn’t answer it 
because I wasn’t there every minute 
of the day.” In a talk with the attor- 
ney for the telephone company, Mr. 
Lepore said that one of his salesmen 
not now in his employ might have used 
the telephone in gambling. 


The attorney of the complainant-pe- 
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titioner contended that “what may 
have transpired prior or subsequent 
to” the day of the discontinuance of the 
service was not material. We cannot 
accede to this contention. We reaffirm 
the position to the contrary taken by 
us in the opinion in the Petillo Case, 
supra. 

The relief that we are asked to order 
is that the service be restored. We 


cannot require the respondent to re- 
sume furnishing service where the re- 
spondent has reasonable cause to be- 
lieve that the service, if restored, will 
be used to further an illegal purpose. 
In our judgment the record adequately 
establishes that the company had, and 
now has, reasonable cause so to believe. 
The complaint is, therefore, dis- 
missed and the relief prayed denied. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Vanderegrift Telephone Company 


Complaint Docket No. 15079 
December 18, 1950 


pea 1 of proposed increases in telephone rates; tm- 
creased rates permitted to go into effect. 


Valuation, § 27 — Rate base determination — Original cost — Reproduction cost. 
1. Original cost of utility plant is not the controlling valuation factor, but 
reproduction cost, at fair average prices, is also of importance, p. 124. 


Return, § 9 — Fair value basis. 


2. Fair value is the basis upon which a fair return must be allowed, p. 124. 


Return, § 111 — Telephone company — Original cost basis. 
3. Increased telephone rates estimated to produce a return of 6.1 per cent 
on an estimated original cost measure of value were permitted to go into 
effect, in the absence of evidence of reproduction cost, where there had been 
an upward trend in construction costs, p. 124. 


By the Commission: On July 28, 
1950, Vandergrift Telephone Com- 
pany, respondent, filed Tariff Pa. 
P.U.C. No. 8, making increases, de- 
creases, and changes in rates for tele- 
phone service, to be effective Octo- 
ber 1, 1950. The net effect would 
be to increase respondent’s revenues 


123 


from $237,862 to $264,740 per an- 
num, based on operations in the 
twelve months ended June 30, 1950. 
However, the Commission, on its own 
motion, on September 25, 1950, 
suspended the operation of the pro- 
posed tariff to April 1, 1951, and 
instituted this investigation proceeding 
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to determine the reasonableness of the 
proposed rates. 

When Tariff No. 8 was filed, 
respondent complied with the Commis- 
sion’s tariff regulations and furnished 
data consisting of statements of the 
original cost of the telephone plant, 
accrued depreciation thereon, operating 
revenues, operating expenses, etc. Our 
study of these data resulted in a pre- 
liminary conclusion that the increased 
rates could not be entirely supported. 
Accordingly the operation of Tariff 
No. 8 was suspended. 

Since the date of suspension, there 
have been new developments having a 
bearing on the rate increase sought. 

Based on a study by respondent, the 
original cost of its telephone plant at 
June 30, 1950, amounted to $777,022.- 
95, the Reserve for Depreciation 
amounted to $252,555, and a proper 
allowance for working capital would 
approximate $40,600. Use of these 
figures produces an original cost meas- 
ure of value of approximately $593,- 
000. On this basis an allowable return 
at 6 per cent amounts to approximately 
$35,600. 

While using these original cost fig- 
ures for the purpose of this order, we 
do not intend such use to be taken as 
an expression of opinion that they shall 
be binding in making our determina- 
tion for accounting purposes at Docket 
Telephone Original Cost 23, Vander- 
grift Telephone Company, of the 
original cost of respondent’s telephone 
plant. 


In the twelve months ended June 30, 
1950, respondent had Income Avail- 
able for Return amounting to $21,469 
or 3.6 per cent on the $593,000 meas- 
ure of value as above developed. The 
amount of $21,469 was $9,768 below 
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the comparable figure for the calendar 
year 1949 and $11,864 below the com- 
parable figure for the calendar year 
1948. These reductions in return were 
due primarily to increased wages and 
other operating costs, which more than 
offset increased operating revenues. 
The Income Available for Return 
from the proposed rates included in 


Tariff No. 8 will amount to approxi- 
mately $36,665 as shown below : 


Income Available for Return— 
Actual for 12 months ended June 
30, 1950 
dd: 


Increased Revenues from Tariff 


No. 8 
Directory Expenses applicable to 
1948 5,617 


$53,964 


To give annual effect to 
wage increases made and 
additional operators em- 
ployed, early in 1950 and 
payroll taxes thereon .... $11,922 


Additional income taxes due 
to increased revenues and 
increases in Federal In- 
come Tax Rate 


5,377 17,299 


Estimated Income Available for Re- 
turn from rates in Tariff No. 8 .. $36,665 


[1-3] The above amount of $36,665 
is equal to 6.1 per cent on the $593,000 
estimated original cost measure of 
value. 

Original cost of utility plant is not 
the controlling valuation factor in de- 
termining fair value. Reproduction 
cost, at fair average prices, is also of 
much importance, and it is fair value 
upon which a fair return must be al- 
lowed. 

There are no recent reproduction 
cost estimates available. However, in 
view of the upward trend in construc- 
tion costs in recent years, it is evident 
that such estimates, if available, would 
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exceed the original cost figures used 
herein. 

On the basis of the foregoing, we are 
of the opinion and find that the public 
interest does not require prosecution of 
the instant proceeding, and that the 
suspension of the operation of Tariff 
No. 8 should be lifted ; therefore, 

It is ordered: 


1. That the suspension of the 


operation of Tariff Telephone-Pa. 
P.U.C. No. 8, filed by Vandergrift 
Telephone Company, proposed to be- 
come effective October 1, 1950, be and 
is hereby lifted. 

2. That the investigation instituted 
September 25, 1950, against Vander- 
grift Telephone Company at C. 
15079, be and is hereby termi- 
nated. 





FEDERAL POWER COMMISSION 


Re Louisiana Power & Light Company 
et al. 


Docket No. E-6333 
January 19, 1951 


PPLICATION by electric companies for order authorizing ex- 
A change of facilities, or in the alternative, for dismissal of 
application for want of jurisdiction; exchange approved and 

request for dismissal denied. 


Consolidation, merger, and sale, § 4.4 — Exchange of electric facilities — Require- 


ments of Federal Power Act. 


1. A transaction in which two electric companies, which are public utilities 
within the meaning of § 203 of the Federal Power Act, 16 USCA § 824b, 
and subject to the jurisdiction of the Federal Power Commission, propose 
to exchange certain electric facilities within one state is subject to the re- 
quirements of § 203 of the Federal Power Act and may not be consummated 
without the approval of the Commission, p. 126. 


Consolidation, merger, and sale, § 23 — Exchange of electric facilities — Economy. 


2. The Federal Power Commission will approve the exchange of electric 
facilities between two electric companies under its jurisdiction where the 
transaction will result in operating economies and will be consistent with the 


public interest, p. 126. 


By the Commission: Louisiana 
Power & Light Company (Louisiana), 
a corporation having its principal busi- 
ness office at New Orleans, Louisiana, 
and Gulf Public Service Co., Inc. 
(Gulf Public), a corporation having 
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its principal business office at Lafay- 
ette, Louisiana, filed a joint applica- 
tion on December 15, 1950, for an 
order, pursuant to § 203 of the Fed- 
eral Power Act, 16 USCA § 824b, 
authorizing an exchange of electric 
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facilities between Louisiana and Gulf 
Public, or in the alternative, for dis- 
missal of the application for want of 
jurisdiction. 

Louisiana proposes to transfer cer- 
tain of its electric facilities located in 
DeSoto, Sabine, Red River, and 
Natchitoches Parishes, Louisiana, to 
Gulf Public in consideration for the 
transfer by Gulf Public to Louisiana 
of certain of the electric facilities of 
Gulf Public located in and adjacent to 
Jena, LaSalle Parish, and in and ad- 
jacent to Cotton Valley, Webster Par- 
ish, all in Louisiana. 

The facilities which Louisiana pro- 
poses to transfer to Gulf Public were 
constructed in 1949 and 1950 at a pur- 
ported cost of $234,735.50. 

The facilities which Gulf Public pro- 
poses to transfer to Louisiana were re- 
corded by Gulf Public as of October 
31, 1950, at purported original cost of 
$170,198.82, and the applicable reserve 
for depreciation was stated as $27,- 
863.09, resulting in a net amount of 
$142,335.73. Gulf Public’s original 
cost studies have not been reviewed by 
the staff of the Commission. 


Written notice of the application has 
been duly given to the Public Service 
Commission of Louisiana and to the 
governor of that state. Notice was 
also published in the Federal Register 
on December 22, 1950 (15 FR 9196), 
stating that any person desiring to be 
heard or to make any protest with ref- 
erence to the application should file 
a petition or protest on or before Janu- 
ary 8, 1951. No protest or petition 
or request to be heard in opposition to 
the granting of such application has 
been received. 

[1, 2] By order dated October 27, 
1949, the Public Service Commission 
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of Louisiana approved the proposed 
transfer of facilities. 


The Commission finds : 

(1) Louisiana, a corporation, is a 
public utility within the meaning of 
§ 203 of the Federal Power Act, 
supra, subject to the jurisdiction of the 
Commission, as heretofore described 
and set out in the Commission’s order 
dated March 30, 1944, in Re Louisiana 
Power & Light Co. Docket No. 
IT-5885. 

(2) Gulf Public, a corporation is a 
public utility within the meaning of 
§ 203 of the Federal Power Act, sub- 
ject to the jurisdiction of the Commis- 
sion, as heretofore described and set 
out in the Commission’s order dated 
October 19, 1950, in Re Gulf Pub. 
Service Co. Docket No. E-6313. 

(3) The proposed transactions are 
subject to the requirements of § 203 of 
the Federal Power Act, supra. 

(4) The proposed transactions will 
result in operating economies and will 
be consistent with the public interest. 


The Commission orders: 

(A) The proposed transactions be 
and the same hereby are authorized 
and approved upon the terms and con- 
ditions set forth in the application, 
but subject to the provisions of this 
order. 

(B) The request for dismissal of 
the application for want of jurisdic- 
tion be and the same hereby is denied. 

(C) Louisiana shall record the 
electric facilities acquired from Gulf 
Public as provided in the Commis- 
sion’s Uniform System of Accounts 
Prescribed for Public Utilities and Li- 
censees, and shall dispose of the debit 
amount properly includible in Account 
100.5, Electric Plant Acquisition Ad- 
justments, through amortization by 
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equal annual charges to Account 537, 
Miscellaneous Amortization, over a 
period of seven years beginning with 
January 1, 1951. 

(D) Inasmuch as the Commission 
staff has not completed the field exam- 
ination of the original cost studies of 
Gulf Public, the Commission reserves 
the right to determine the amount of 
acquisition adjustments which should 
be recorded on the books of Gulf Public 
incident to this transaction and to 
order and to direct the proper disposi- 
tion thereof at a later date. 

(E) This authorization shall ex- 
pire unless acted upon within sixty 


days from the date of this order. 

(F) The foregoing authorization is 
without prejudice to the authority of 
this Commission or any other regula- 
tory body with respect to rates, service, 
accounts, valuations, estimates, or de- 
terminations of costs, or any other mat- 
ter whatsoever which may come be- 
fore this Commission or any other 
regulatory body, and nothing in this 
order shall be construed as an acquies- 
cence by this Commission in any esti- 
mate or determination of cost, or any 
valuation of property claimed or as- 
serted. 
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Re Brazos River Conservation and 


Reclamation District 


Docket No. E-6258 
January 25, 1951 
ECLARATION of intention to construct power developments 
D on a river pursuant to § 23(b) of the Federal Power Act; 
determination made that interests of interstate or foreign com- 
merce will not be affected. 


Water, § 18 — Construction of power project — Interests of interstate or foreign 


commerce. 


1. The only finding which the Commission is called upon to make under 
§ 23(b) of the Federal Power Act, 16 USCA § 817, is whether the interests 
of interstate or foreign commerce would be affected by the proposed con- 
struction of power developments as to which a declaration of intention has 


been filed, p. 128. 


Water, § 36 — Navigable rivers — Effect of power development. 


2. The fact that the alternative storing and releasing of water in proposed 


reservoirs would affect the navigable capacity of a river above the point 


where the Federal Power Commission has determined the river to be navi- 


gable does not require a finding that the interests of interstate or foreign 


commerce will be affected by construction of the developments, pursuant to 
§ 23(b) of the Federal Power Act, 16 USCA § 817; even though there may 
be some slight possibility of an effect upon the river below the navigation 
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point under exceptional circumstances, that possibility is too remote to jus- 
tify the finding required under § 23(b) before a Federal license must be 


obtained, p. 128. 


(BucHANAN, Commissioner, dissents.) 


By the ComMMISSION: 


[1,2] The Brazos River Conserva- 
tion and Reclamation District filed on 
January 10, 1950 a declaration of in- 
tention to construct three power de- 
velopments on the Brazos river in 
Texas between the Morris Sheppard 
or Possum Kingdom project and the 
Whitney project, the latter being lo- 
cated approximately 442 miles up- 
stream from the mouth of the river. 
The Morris Sheppard project is op- 
erated under a Federal Power Acct li- 
cense (designated as Project No. 
1490) held by the district, and the 
Whitney project is under construction 
by the United States as a combined 
flood control, navigation, and power 
project as authorized by Congress in 
1941 and 1944. 

The three power developments 
would be located at Turkey creek, In- 
spiration Point, and De Cordova Bend 
and would have usable storage capaci- 
ties of 18,000, 29,000, and 100,000 
acre-feet, respectively. The Whitney 
reservoir will have storage capacity of 
about 1,630,500 acre-feet reserved for 
flood control and 131,700 acre-feet re- 
served for power operation, although 
the power pool may be increased to 
386,900 acre-feet at some future time if 
substitute flood control storage is else- 
where provided. 

In considering the Morris Sheppard 
project in 1938 the Commission found 
the Brazos river to be a navigable 
water of the United States in its lower 


254 miles from Old Washington to its 
mouth and the staff of the Commis- 
sion urge that a similar finding be 
made at this time. We reaffirm that 
finding. However, under § 23(b) of 
the Federal Power Act, 16 USCA § 
817, the only finding which the Com- 
mission is called upon to make is 
whether the interests of interstate or 
foreign commerce would be affected 
by the proposed construction. The 
Commission’s determination, of 
course, will be limited to the statute 
and, as it has been well said, law is 
experience developed by reason, and 
reason tested by experience. 

The only suggestion which has been 
advanced to indicate any possible ef- 
fect upon the interests of commerce 
which could be caused by the three pro- 
posed developments has been that the 
alternative storing and releasing of 
water in the three proposed reservoirs 
would affect the navigable capacity of 
the Brazos river below Old Washing- 
ton. There may be some slight pos- 
sibility of an effect upon the Brazos 
river below Old Washington under ex- 
ceptional circumstances, but that pos- 
sibility is too remote to justify the 
finding required under § 23(b) of the 
Power Act before a Federal license 
must be obtained. 

The Commission finds: The inter- 
ests of interstate or foreign commerce 
will not be affected by construction of 
the three developments proposed by the 
Brazos River Conservation and Rec- 
lamation District referred to above. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relati 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Ohio Edison to Spend $57,800,000 
In Two Years on Expansion 


Or Eptson Company and its wholly- 
owned subsidiary, Pennsylvania Power 
Company expect to spend $57,800,000 for new 
plant and equipment in the next two years. 
This would raise its total post-war construction 
program to $184,000,000, according to the com- 
pany’s annual report. 

Included in the company’s 1951-1952 pro- 
gram is construction of a new $22,000,000 elec- 
tric generating unit with a capacity in excess 
of 100,000 kilowatts. 


New Catalog on Latex 
Insulated Telephone Cables 


HE electrical wire and cable department, 

United States Rubber Company, has pub- 
lished a new catalog on specifications and engi- 
neering characteristics of latex insulated tele- 
phone cables. Statistics on capacity and power 
factors, transmission characteristics, aging, 
tensile strength, resistance and constructions, 
are included. A special section is devoted to 
a new cable splice housing developed by U. S. 
Rubber engineers which eliminates hand tap- 
ing. The booklet is obtainable from the depart- 
ment’s headquarters in Rockefeller Center, 
New York. 


Southern California Gas Plans 
$36,000,000 Program 


Qovrnses CALIFORNIA GAs CoMPANY has 
budgeted $36,000,000 for expansion, addi- 
tions, and betterments during 1951, F. M. 
Banks, president, announced. This is nearly 
$10,000,000 more than any previous annual 
budget. 

Largest single item is $17,757,000 to extend 
service to new customers and to make neces- 
sary reinforcements, extensions, and replace- 
ments in the company’s distribution system. 
The company also plans to spend about 
$7,200,000 for extensions and improvements 
to its natural gas transmission system. In addi- 
tion to building a 24-mile, 30-inch pipeline to 
complete a loop around the Los Angeles area, 
it plans to install 22 miles of 22-inch pipeline 
in Ventura county. 


New Bulletin on Hydrogen 
Zeolite Water Softeners 


(Cocueane CorporaTIon, Philadelphia, manu- 
facturers of Water Conditioning equip- 
ment and steam specialties have just issued a 
new publication (No. 4530) on Cochrane 


Hydrogen Zeolite (cation exchange) soften- 
ers. This is a 16-page bulletin giving a com- 
plete description of the process and the field 
of application, showing the advantage of Hy- 
drogen Zeolite Softening and its relation to 
the Sodium Zeolite Softening process. 

The Hydrogen Zeolite cation exchange proc- 
ess is relatively new (1935) while the Sodium 
Zeolite process has been in use in water soften- 
ing since 1910. This Cochrane Hydrogen Zeo- 
lite Softener bulletin is an exhaustive explana- 
tion not only of the process, but of the zeolites 
themselves and the details of the equipment 
used in the process. 


Bob-Cat Hoists Described 
In New Folder 


A= six-page catalog descriptive of Bob- 
Cat heavy duty electric cable hoists is an- 
nounced by the Ohio Hoist & Manufacturing 
Company, Cleveland 5, Ohio. 

Printed in two colors, the new catalog is 
illustrated with photographs, line drawings of 
various types of suspensions and a large cut- 
away view of the Bob-Cat hoist. It gives de- 
tailed specifications on 1 to 5-ton models and 
lists lifting capacities, heights, lifting speeds, 
weights, over-all dimensions, etc. 

Copies are available on request to the Ohio 
Hoist & Manufacturing Company, Broadway 
and Henry Streets, Cleveland 5, Ohio. 


Technical Data on Stainless 
Tubing Steel Offered by B&W 


“[ ecurcat data valuable to engineers asso- 
ciated with the design, fabrication, and 
application of stainless steel tubing is offered 
in a new four-page bulletin published by The 
Babcock & Wilcox Tube Company. Known as 
Technical Bulletin 19, it contains condensed 
data on analyses, oxidation resistance, thermal 
treatment and mechanical, electrical and physi- 
cal properties on ten of the most popular 
austenitic and ferritic stainless tubing steels. 

In addition to the particular tubing discussed 
in this bulletin, The Babcock & Wilcox Tube 


(Continued on Page 34) 





$s steel constructi 
erful leverage, wire snips. 
Weighs 9 ozs. Complete 
with flat lettered dies $6 
Slotted or recessed dies, 75¢ 
additional. Order direct. 
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Company, with plants at Beaver Falls, Penn- 
sylvania, and Alliance, Ohio, manufactures 
seamless and welded tubing in a complete 
range of carbon, alloy and stainless steels for 
all types of mechanical and pressure applica- 
tions. 

Copies of Technical Bulletin 19 are available 
free on request to the company’s offices at 
Beaver Falls, Pennsylvania. 


West Penn Electric Has 
$36,000,000 Program 


WE Penn E.ectric CoMPANY expects to 
spend thirty-six million dollars for new 
construction in 1951 compared with expendi- 
tures of $28,000,000 in 1950. 

The 1951 program includes work on the con- 
struction of a new 150,000-kilowatt unit at 
Albright, West Virginia, as a joint undertaking 
by two companies in the system, Monongahela 
Power Company and Potomac Edison. 


Largest Steam Generator 
Ordered by Consol. Ed. Co. 


| poses WHEELER CorPoRATION has announced 
receipt of a contract to furnish a 1,200,000 
lb. per hour normal continuous, 1,450,000 Ib. 
per hour maximum capability pulverized coal- 
fired steam generating unit for installation in 
the East River Station of the Consolidated 
Edison Company of New York, Inc. 

The unit will be of the reheat, dual circula- 


tion type designed to deliver steam at 1,850 
Ibs. per sq. in. and temperature of 1,000 degrees 
F. with 1,000 degrees F. reheat. The steam 
temperature will be maintained constant over 
the range from 500,000 Ib. per hour to full 
load. 

The achievement of this wide control range 
is made possible through the use of combina- 
tion convection and radiant superheaters. 

The dual circulation feature will enable the 
production of steam of higher purity than 
attainable in a conventional unit. The steam 
generator will supply steam to a 160,000 KW 
turbine. This is one of the largest capacity 
reheat type steam generators ever ordered, 
Foster Wheeler stated. 


Rochester Gas & Electric to 
Build New Power Station 


OCHESTER GAs & ELeEctRiC CORPORATION 
this year will spend $13,600,000 on new 
construction and over the next four years will 
spend $50,000,000 to expand its power facilities. 
Among major projects included in this year’s 
budget will be a 70,000-kilowatt power station 
and a new 34,500-volt transmission line. 


Flame Failure Safeguard 


OMBUSTION CONTROL CORPORATION an- 
nounces a new series of Fireye Flame 
Failure Safeguards and Programming Con- 
trols. Series FP Controls offer to industry 
(Continued on Page 36) 











PUBLIC UTILITY 
PRINTING SPECIALISTS 


For more than a quarter of a century, Pandick Press 


REGISTRATION 
STATEMENTS 


has worked closely with utility companies. Our printing 


services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 


brochures in full color. 


Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and 


PROSPECTUSES 


ANNUAL REPORTS 


INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, lhe. 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, WJ. 
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DO YOU KNOW THE RECORD 
BEHIND THESE NAMES? 


«INC. 


ONSULTANTS 6 CONSULTANTS 


pusiness © ENGINEERIN 


EXPERIENCE 
both in years and diversity of operations in electric and gas utility field. 
ORGANIZATION 
large enough.to do the job yet small enough to insure 
proper personal executive attention to your immediate problems and requirements. 


Commonwealth Services and. its engineering subsidiary, Common- 
wealth Associates, are new in name and outlook, but long established 


in organization and experience. Formerly the service company for 
the Commonwealth & Southern Corporation, Commonwealth Services 
and Associates have drawn together a group of individuals highly 
specialized in varied technical and economic fields and whose experi- 
ence in problems of electric ‘and gas utilities covers over 40 years. 
‘Commonwealth offers you the advantage of having numerous 
departments at your command without adding to your organization 
personnel. This advantage is yours whether for the services of a 
single specialist or an entire department — for a specific problem, 
project, report, or for a continuing program. 
Check the ways in which Commonwealth can contribute to the efficiency and economy 


of your organization. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department El, 20 Pine Street, New York 5, N. Y. 


INVESTIGATIONS © REPORTS © FINANCING * ACCOUNTING * SYSTEMS ©. TAXES © INSURANCE 
PENSIONS ¢ RATES ©* DEPRECIATION * VALUATIONS © DESIGN AND CONSULTING ENGINEERING 
METERING * PURCHASING * INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 
212 MICHIGAN AVE, W. JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, D.C. 
DIAL 8121 STERLING 3363 


ABILITY + EXPERIENCE + RESOURCEFULNESS + RESULTS 
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for the first time a photoelectric flame failure 
safeguard which can “see” all types of flame- 
gas, oil, pulverized coal—and protect against 
the hazard of explosion. 

The Scanner of Fireye FP Systems is the 
Firetron Tube, a new photo-conductive cell 
which “sees” all flames and gives instantane- 
ous and positive response to flame failure. 

Coupled with the new Fireye programming 
control the Firetron Scanner monitors the 
complete firing cycle from pre-ignition purge 
through post-fire purge. It checks the pilot 
and the establishment of the main flame; then 
stands guard throughout the complete firing 
period. Its fail-safe circuits positively prevent 
operation under unsafe conditions and cause 
immediate shut-down in the event of compo- 
nent failure. Response to flame failure is posi- 
tive and instantaneous. 

Bulletin CP 511 which further describes 
this new equipment may be obtained from the 
manufacturer, 77 Broadway, Cambridge 42, 
Massachusetts. 


Separate Departments to Handle 
G-E Major and Small Appliances 


| Day eg wapeneseke of two separate departments 
to be responsible for the manufacture and 
sale of major appliances and small appliances 
was announced recently by the General Elec- 
tric Company. 

The two departments have been created out 


of the Appliance & Merchandise Department 
“more effectively to meet the demands of the 
growing market for household electrical 
equipment,” according to Roy W. Johnson, 
executive vice president. 

Clarence H. Linder has been appointed gen- 
eral manager of the Major Appliance De- 
partment and Charles K. Rieger becomes gen- 
eral manager of the Traffic Appliance De- 
partment, Mr. Johnson announced. 

The move follows Mr. Johnson’s recent an- 
nouncement that the company is planning to 
expand its major appliance activities at a 
multi-million-dollar “Appliance Park” to be 
established in the Middle West. 

Under the new setup, the Major Appli- 
ance Department will be responsible for re- 
frigerators, food freezers, ranges, water 
heaters, washers, ironers, dryers, dishwashers, 
garbage disposers, and cabinets. The Traffic 
Appliance Department will handle irons, 
toasters, roasters, sandwich grills, waffle irons, 
mixers, fans, clocks, vacuum cleaners, auto- 
matic blankets, heating pads, heaters, and heat 
lamps. 


Leece-Neville Issues Guide to 
Defense Communication 

Is the public interest, the Leece-Neville Com- 

pany has published “A Guide to Mobile 


Communications for Civil Defense.” This 
(Continued on page 38) 








The addition of offset-lithog- 
raphy presses to our facili- 
ties for letter-press printing 
makes our service to utility 
companies more impressive 
than ever before. 

We are available 24 hours 
a day, 7 days a week... 
because we know that our 
ultimate test is achieving the 
highest standards of quality 
within the limits of your 
deadline. 











CONFIDENTIAL 
SERVICE 
SINCE 1920 
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ROLLIN’ COAL BY THE TON— international TD-24 levels fast with eight speeds forward, eight reverse up to 7.8 mph. 


Every day a TD-24 dozes and loads a mountain of coal for a Michigan power company 


For moving a mountain of coal, for stock 

pile compacting and leveling, for cutting 

the time cycles and delivering greater ton- 

nage faster, the TD-24 is out-and-out the 

champ. Here’s why: 

®@ 148 maximum drawbar horsepower— 
world’s most powerful crawler. 

®@ Pivot turns, feathered turns or gradual turns 
with power on both tracks —all with finger- 
tip hydraulic control. 

® Eight speeds forward, eight reverse—up to 
7.8 mph. 

@ Synchromesh transmission—yov shift “on- 
the-go." 

® Instant finger-tip shift up or down one 
speed without declutching. 

® Push-button, all-weather starting with In- 
ternational’s exclusive gasoli 
starting system. 


For the whole story and specifications of 





the “champ,” see your International 
Industrial Distributor. Every International 
product he sells is backed up by full stocks 
of parts and service personnel thoroughly 
trained under factory supervision. Supply- 
ing these distributors is a nation-wide chain 
of International parts depots. Check over 
what he offers and what you get with Inter- 
national power. You'll be a TD-24 man from 
then on in! 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


INTERNATIONAL 


POWER THAT PAYS 
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booklet gives valuable information on how 
two-way mobile radio serves to help codrdi- 
nate all operating services into an efficient 
team, The guide can be obtained free by civil 
defense and government officials or others 
concerned by addressing the Leece-Neville 
Company, Cleveland 14, Ohio. 


Gas Appliance Men Launch 
Public Relations Program 


T= gas appliance industry has launched 
an all-out drive to expand its public serv- 
ice, product development, and merchandising 
efforts and to consolidate the large gains it 
has made in the last decade.’ Details of the 
program will be announced during the annual 
meeting of the Gas Appliance Manufacturers 
Association scheduled for April 16-17 at the 
Drake Hotel, Chicago. 


New Type Vinyl Tape 


NDUSTRIAL TAPE Corp., New Brunswick, 

New Jersey, announces the introduction of 
a new vinyl electricians’ tape, unique for its 
thinness, electrical resistance, high stretch, 
high strength, and resistance to oils, acids, 
greases, gasoline and alkalies and anti-freeze 
compounds. 

Known as Permacel 29 Vinyl Electricians’ 
Tape, it is intended primarily for use in the 
electrical and automotive industries. 

The manufacturer claims the tape will do 


the work of both bulky rubber tape and fric- 
tion tape in splicing wires. It also is designed 
for use in battery cable winding, preserving 
the life of power cables which are dragged 
along the ground, and many other functions. 


Hotpoint Issues New Booklet 
For Home Economists 


HREE new use-value presentations for 

home economists working with Hotpoint 
appliances for distributors, dealers, electric 
companies, schools, and extension services 
have been prepared by the Hotpoint Institute. 
The booklets cover ranges, laundry appliances, 
and automatic dishwashers and food waste 
disposals. 

According to William E. Macke, merchan- 
dising manager, these are the most comprehen- 
sive yet developed by the company, and give 
a full explanation of the use and care of the 
appliances. 


Carolina P. & L. Installing 
First Unit of New Plant 


Ww" the first 100,000 horsepower genera- 
tor now being installed, the new steam 
electric generating plant of the Carolina Power 
& Light Company is expected to be in opera- 
tion around June Ist, according to H. B. 
Robinson, vice president in charge of produc- 
tion. It will be the largest single unit ever 
installed by the company. 
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Lincoln 


THIRTY-FIVE YEARS 
OUTSTANDING SERVICE 


MORE THAN ANY OTHER COMPANY 


One fast-growing Lincoln customer claims the distinction of having filed 
with the S. E. C. more new-issue registration statements than any other 
company. Lincoln printed every one of these registration statements.| This 
is a lasting printer-customer relationship based on superior performance 
on the one hand and greater satisfaction on the other. Perhaps you 
could benefit from our services. May we give you details? 


TO YOUR INDUSTRY 
IN FINANCIAL AND 
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CHICAGO PLANT 732 
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CEDAR 
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STREET 6 WOrth 4-3760 
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‘We can’t out-number them 
: |we Can't out-slave them 
= |put we can out-produce them 
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Electric power holds key to increased productivi 
. 
m 
er “Come war or peace, or any bitter mixture 
B thereof, increased productivity is our best bet for 
mt meeting whatever the future holds. To me, it is the 
er only way to even the scales between the armed 


millions of Communism and the small standing 
——= —§ armies of the free world.” 


That’s the way G-E Vice-President C. H. Lang 
expressed it, in a recent meeting at the National 
Press Club in Washington. ‘‘But,” he says, “the 
blunt fact is we can never be satisfied that, at any 
one time, we hold a sufficient margin of productive 
strength. 













“So we come to electric power, the dynamic 
tool that holds the key to increased productivity— 
by increasing output per man-hour. The electric 
utility industry has done a remarkable job of fore- 
casting and planning to take care of the country’s 
growing power needs. There is today enough 
power. There will continue to be enough, if the 
generating and distribution equipment now on 
order, and planned, is installed substantially as 
scheduled.” 














The electric utility industry has been a vital 
factor in keeping the American worker and 
American industry far ahead in productivity. Gen- 
eral Electric intends to help keep it that way. 
General Electric Company, Schenectady 5, N. Y. 












More Power to America Chester H. Lang, Vice-President and Chairman of G.E." 
Defense Projects Committee tells press of remarkab 


GENERAL ELECTRIC __ ict veins done by electric utitity industry. 


301-150E 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 








National or Sectional Coverage 


° af 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS « PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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DISTRIBUTION 
TRENCHING 


CLEVELANDS famous versatility, 
CLEVELANDS wide range of trench 
sizes, and CLEVELANDS 5-minute 
loading for fast jumps between jobs 
mean you do more jobs with fewer 
machines. CLEVELANDS compact 
design, hairline maneuverability 
and reversible power-shift convey- 
or mean quick, easy work among 
narrow city clearances. CLEVELANDS 
comparatively light weight and 
full-crawler mounting with smooth- 


‘a ‘ i 
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ESS! | 





CLEVELAND TRENCHERS 





surface crawler pads cut expensive 
damage to walks and lawns. CLEVE- 
LANDS give you the rugged power 
for tough, off-season digging in 
frozen, rocky ground, along with the 
proved higher digging capacity that 
protects your schedules and dead- 
lines. To all these cost-cutting fea- 
tures add CLEVELANDS established 
lower operating and maintenance 
expense. Get the details from your 
local distributor or write direct. 





“0” THE CLEVELAND 
TRENCHER CO. 


20100 ST. CLAIR AVE 
CLEVELAND 17, OHIO 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 








Tae American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 

















$2 ford, Bacon & Davis 
“2100+ RRIROND: commrsnerics 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas 
Hydraulic, Sanitation Serving Utilities and Industrials 
Designs and Construction e Personnel Relations 
Inspections and Surveys Reading New York © Houstos Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 














JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street s CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground « Construction Maintenance « Ball Field Lighting 
Right of Ways ¢ Chemical Control « Tree Trimming « Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
INEER 
NN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, — latory and Accounting Requirements 
ORIGINAL COST AND CONTINUING ® eel RECORD 
DETERMINATIO 
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The un ljian Gyocalion 


ENGINEERS @ CONSTRUCTORS 











1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. « ROME, ITALY ¢ CALCUTTA, INDIA 
CARACAS, VENEZUELA © MEXICO CITY, MEXICO 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS MPROBLEMS 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ess BOSTON 10, MASS. 








TAXES 


RATES 

SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND . SPECIALISTS IN 
OPERATING ENGINEERS | ACCOUNTING, FINANCING, RATES, 
PURCHASING yy, INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. Yo CHICAGO 4, ILLINOIS 
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SANDERSON & PORTER 
ENGINEERS & 


CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 








80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
FRANCIS S. FRIEL ENGINEERS 
Consulting Engineers HARRISBURG, PENNSYLVANIA 


Water, Sewage and Industrial Waste Problems 


Reports—A 


Airfields, Refuse Incinerators, industrial Buildings ' igatl ppral 























City Planning, Reports, Valuations, Laboratory Original Cost and Depreciation Studies 
121 SOUTH BROAD STREET PHILADELPHIA 7 Rate Analyses—insurance Surveys 
BLACK & VEATCH W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS Consulting Engineers 
Appraisals, investigations and re = Cases 
ports, desi and sn rvision of con- ee ome 7 = a mone 
struction of Public Utility Properties ao ee 
Investigations — Reports — Supervision 
4706 BROADWAY KANSAS CITY, MO. 55 Liberty Street New York 5 
AR ARTER 
EARL L. CARTE FRANcis S. HABERLY 
Consulting Engineer CONSULTING ENGINEER 
REGISTERED IN INDIANA, NEW YORK, OHIO, - oe 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Valuation — Depreciation 
Public Utility Valuations, Reports and ivati 
parm Mid mer og eee and Reports 
910 Electric Building Indianapolis, Ind. 122 SouTH MICHIGAN AVENUE, CHICAGO 

















Mention the FortniGHtty—It identifies your inquiry 


Apri 


—_—— 








70 











1951 


April 26, 1951 


Public Utilities Fortnightly 





—_—_—— 


PROFESSIONAL DIRECTORY (concluded) 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION e 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cricaco 








HARZA ENGINEERING CO. 


Consulting Engineers 


ZA 
CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
il Mechanics 


L. F. 
E. MONTFORD FUCIK 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Cricaco 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate cf Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
$19 Eleventh Street, N.W., Washington i, D. C. 
Telephone: National 7793 
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United States Testing Company, Inc. 
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LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 


WESTCOTT & MAPES 


ncorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 











Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 

70 Pine Street . New York 5, N. Y. 











BOwling Green 9-5165 





Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 

sures in manufactured, natural 

and liquefied petroleum gases. 
® 

Gas Measurement Engineers have 

been acquainted with the accuracy, 

unequalled service and low maintenance cost of Sprague Meters and 


Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 


their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 


SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff ore at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES DAVENPORT, IOWA @ HOUSTON, TEXAS 


LOS ANGELES, CAL © SAN FRANCISCO, CAL 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








